ae! PRICES AND BUSINESS UNCERTAINTIES 


LWAI On 
ALLSTREET 


and BUSINESS ANALYST 
‘PHEMBER 14, 1957 


















85 CENTS 


HIS ISSUE — PART 6 
AUTO INDUSTRY 
ITS ACCEPTANCE 


DF NEW MODELS 
By GEORGE L MERTON 


and Longer Range 


L PROSPECTS 





ICES 






y HOWARD NICHOLSON 


'$ AHEAD FOR TRUE STOR 
ALS and DRUGS? 























TO THOSE WHO DREAM 


THE DREAMS THAT KEEP 


AMERICA GREAT... 





Cities Service believes it is altogether fitting 
that its splendid new research laboratories at 
Craubury, New Jersey were dedicated to those 
who will use them so wisely and well. 

Often unsung, sometimes unappreciated, 
the men of science in the industrial labora- 
tories of the country are a national resource 
beyond the command of money. 

They kindle the fires of imagination and 
keep them burning. They spi ark the constant 
development of new products and the con- 
tinual improvement of established ones. Be- 
cause of their dedication to the new and bet- 
ter, management can build, salesmen can sell, 
every business can grow in usefulness, and 
the public benefits. 
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Joining four other great Cities Service lab- 


oratories, these newest facilities will provide 
the most advanced equipment for research in 
petroleum and allied fields. Included is a mod- 
ern nuclear section for long-range research in 
the field of process development, fuels and 
lubricants—the heart of which is the largest 
concentration of irradiated cobalt ever to be 
supplied by the Atomic Energy Commission’s 
Brookhaven National Laboratory. 

Cities Service is proud, indeed, of its mod- 
ern new laboratories and their advanced 
equipment . . . but takes far greater pride in 
the men who will man them. It’s their dedica- 
tion and skill that spark our growth and our 
service . . . for today and for tomorrow. 
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How many stocks 
should you own? 


That depends. 


To some extent, on the over-all 
value of your portfolio or the 
amount you'd like to invest. . . 

To some extent on the risks you 

can afford, the rewards you seek... 

To some extent on the amount of 

time and effort you can devote to 

your investment program. 

But judging by our experience with 
thousands of different investors who 
have brought their problems to us, 
there’s a pretty fair chance that you 
already own more stocks than you 


should. 


Not that we don’t believe you should 
diversify your holdings—we do. But 
we'd much rather see you own 100 
shares of 10 different stocks than 10 
shares of 100 different stocks. 

An extreme example, true. But you'd 
be surprised at some of the portfolios 
we review. Surprised at how often a 
few basic suggestions on consolidation 
can actually increase your income, sim- 
plify the job of keeping tab on your 
stocks, and bring you a lot closer to 
your investment objectives. 

If you have the feeling you may 
be over-diversified yourself, we'll be 
happy to have our Research Depart- 
ment mail you a completely objective 
analysis of your situation, as they see it. 

There’s no charge for this analysis, 
but the more you tell us about your 
personal circumstances and objectives, 
the more beneficial it should be. 

In any event, simply address a con- 
fidential letter to— 

FRANK V. DEEGAN, Department SF-106 


Merrill Lynch, 


Pierce, Fenner & Beane 
Members New York Stock Exchange 
and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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Here’s something new in telephone service... 


Millions of people can now dial long distance calls 








And millions more will enjoy the added speed and con- 
venience of Direct Distance Dialing ...through Bell Sys- 
tem’s continuing program of research and development. 


Direct Distance Dialing—one of the greatest improve- 
ments in modern telephone service—is being made 
available rapidly to more and more people through- 
out the country. 

By the end of this year about 5,300,000 of our cus- 
tomers, in some 440 localities, will have nationwide 
DDD and will be able to dial directly up to 35,000,000 
telephones. (Over 11,000,000 customers already are 
able to dial directly to nearby cities and towns.) 


DDD brings with it new standards in convenience 


Working together to bring people together... Bell Telephone System 








and speed of service. Many calls of as much as 3000 
miles are now dialed directly and go through in a matter 
of seconds. This is made possible by ingenious electrical 
switching systems that pilot your call directly to the par- 
ticular telephone you want out of many millions. If one 
route is busy, another is automatically selected. 


Another remarkable feature is the automatic ac- 
counting system for taking down the number you called, 
the date, and how long you talked. Station-to-station 
calling—already the quickest way to telephone out-of- 
town—becomes even faster with DDD. 

This development is one more big step in the never- 
ending program to make telephoning more convenient 
to more and more people. 
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The Trend of Events 


TAMPERING WITH ECONOMIC FORCES... Rarely do 
those who think in terms of self-interest see beyond 
their own pocket-books—their own particular prob- 
lems. In concentrating on their own immediate needs, 
they jump to conclusions and grasp at straws that 
are unrealistic and frequently not well thought out. 

And what is more, when things go wrong they 
inevitably turn to Uncle Sam to “bail” them out— 
thus merely prolonging the day of reckoning which 
will inexorably come, and find them soft and ill- 
‘equipped to meet the challenge head on. Yet in the 
process—not only will they be badly hurt, but we 
will all suffer from their folly. 

Among the most insistent pleaders for help this 
|past year has been the home building industry, 
which finally pressured the F.H.A. to lower its down 
payment requirements and “open up a broad new 
market for housing”. But what happened? We now 
find that the lower down-payment, designed to 
jencourage buying, is not after all the determining 
factor in the sale of homes—because the statutory 
rules under which the F.H.A. operates calls for a 
simple requirement—that each home buyer must 
have a monthly income five times the monthly 
charge on the home he buys. 





which was expected to pounce on the new F.H.A. 
requirements, have indicated that they are no longer 
interested in building $10,000.00 homes—for they 
find that the market is practically saturated as far 
as these low-priced dwellings are concerned. That 
the segment they considered as potential customers 
are refusing to buy these homes on the ground that 
the quarters offered at that price actually cuts their 
standard of living, since the living areas in these 
new cheap homes are inferior to those they are ac- 
customed to in the medium-priced apartments they 
rent. Fantastic, isn‘t it! 

So much for the building industry. 

Next, let us take up the insistent claims of the 
automobile makers, that easy money would broaden 
their market and bring in new car buyers and in- 
crease sales. Here we find the American Bankers 
Association warning its members that financing 
terms have already been stretched out so far that 
buyers are skating on thin ice, and suggesting that 
lenders would do well to screen their applicants for 
automobile financing in order to limit the risks. The 
A.B.A. is not concerned here with the availability 
of money, but with the capacity of the buyer to 

undertake and see purchases 





And on top of that, if such 
‘buyers could meet this re- 
quirement in the first place, 
they would be ruled out of 
the market by the higher 
monthly costs which would 
result from the lower down- 
pay ment. 

But that isn’t all—for now 
tthe speculative builders, that 


C regular feature. 
Segment of the industry 





| We call the attention of the reader to 
| our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss aaa 


through over even a longer 
period of indebtedness. 

Since these examples deal 
with two of our most impor- 
tant industries, it shows the 
great need for appraising the 
current situation with some- 
thing more than wishful 
thinking. 

Therefore, it seems clear 
that instead of applying expe- 
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dients to our problems, as so many are doing—that 
instead we recognize the truth—which is that we are 
in a period of basic readjustment calling for realistic 
planning of the first order and reliance too on our 
native ingenuity and our capacity for work—for 
after all, we must be master in our own house in 
order to solve our individual problems. And let us 
not call upon a harassed and distracted Uncle Sam 
for aid, which, as we well know, is bound to be 
merely in the nature of a stop-gap that will only tend 
to magnify rather than correct the underlying dis- 
tortions in our own affairs—and in our economy. 


GETTING THE TIME TO THINK... without being 
bothered by continuous interruptions, constant tele- 
phone calls and the like, provides that rare but much 
needed opportunity to clarify our thoughts. 

We have an illuminating example of what this 
has meant to a thinking individual like Milovan 
Djilas. By using the long hours of imprisonment to 
rationalize a system in which he had been a leading 
theoretician since his earliest days, he has produced 
a book that has set the Communist World agog and 
should be read by the leaders of every country, as 
well as the average man who can be destroyed men- 
tally and economically by a furthur advance of Soviet 
State Capitalism, called Communism. 

Significantly, some of the greatest works which 
have had a vast influence over the lives of mankind 
throughout the centuries, have been written by men 
who were either voluntary or involuntary exiles 
from society. The list includes all the Prophets of 
old, — and Moses, who gave us the Ten Command- 
ments after 40 years of contemplation. 

In revolutionary days, Thomas Paine produced 
“The Age of Reason”, while in prison. 

In our own times, Hitler was in a Landsberg jail 
when he wrote “Mein Kampf”, a thesis which af- 
fected millions and brought on a world war. 

Richard Lovelace, who wrote some of the world’s 
finest poetry —found inspiration in the quiet of 
prison life, for, as he expressed it, “Stone walls do 
not a prison make nor iron bars a cage’. His con- 
finement evidently released the mental tensions, and 
meditation gave wings to his imagination. 

And then there is Ghandi, whose writing while 
a political prisoner swayed millions for good and 
brought freedom to the people of India. 

Because deflection from Communism by a top- 
level leader is a rare occurrence, there is wide-spread 
interest in Milovan Djilas’ book, “The New Class’, 
just out. It is perhaps the best current illustration of 
what happens when an intelligent man who has been 
weighed down by the necessities of his environment 
and education is finally able to ponder the ideas he 
was brought up on and evaluate the events in se- 
quence without being distracted. 

This book, written by a man who was a partisan 
hero during the war, vice president of Yugoslavia 
under the Tito regime—and a Communist by convic- 
tion long before reading Marx and Lenin, is bound 
to stir the entire Communist World and is must 
reading for all thinking men everywhere. In logical 
continuity, Mr. Djilas leads you from the beginning 
of the Communist revolution through each stage 
down to the present day. He declares that for the 
first time in history a revolutionary party has not 
only taken over politically—but industrial power as 
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well — and has produced a new ruling class. 

He identifies Russia as the executioner of th 
Polish officers in the Katyn Forest, and shows tha 
this massacre had an idealogical background in tha 
the policy of Communism is to fight and not on} 
liquidate its actual enemies, but also its potenti: 
opposition. 





The same was true in the Baltic countries, wher 
thousands of people were liquidated overnight “o; 
the basis of documents indicating previously hel 
idealogical and political views”. 

He makes the startling statement too that eve! 
after 40 yeai's of tenure the people of the Scvie 
Union are still subject to the injustice of politica 
law as compared with judicial laws, whereas iy 
earlier revolutions in Europe there was a gra lua 
period of transition to normalism which finally pro. 
duced greater legal security and greater civil ri:ht 

Nor have the Soviets attained the classless societ) 
which was one of the idealistic goals of theore’ica 
Communism. Yet, it is worth noting that in the sloy 
evolution of the thinking of the people in the lowe 
echelons, despite oppression, despotisms, conceale 
confiscation, the privilege of the ruling class--th: 
bureaucrats—the indoctrinated Communists hold < ast 
to the illusions contained in their slogans. 

“No other revolution has promised so much an 
accomplished so little” says Mr. Djilas. In fact, by 
writes: “The Communists are unable to accomplis} 
that in which they so fantastically believe. And the 
cannot acknowledge this even when forced to ex: 
ecute a policy contrary to everything promise 
before and during the revolution.” 

As it now stands, Communism is nothing mor 
than a form of State Capitalism. And they carry oy 
their affairs in that fashion. 

It is clear from this very important analysis 0 
the Communist system that the new class in power 
which is now struggling to maintain and consolicat 
its position will have a hard row to hoe. Guided on) 
by their personal ambitions and interests, their mis 
takes are bound to be legion—and they are still re 
lying on the forces of their propaganda and thei 
devious techniques to see them through. In holdin; 
on to the bankrupt prophesies of Marx, the Com 
munist leaders are hanging on to obsolete dogma: 
designed for a different kind of world. 

They had mistakenly believed that the West woul 


stagnate and destroy itself in conflicts and strug}. 


gles. On the contrary, the West advanced both ec 
nomically and intellectually—and acted to unite whe 
their system was threatened. In the case of th 
British Empire, the Communists were sorely dis 
appointed when the colonies joined the Common 
wealth as free states, instead of erupting int 
Communism. 

Vishinski’s speech in the United Nations in 194! 
predicting a great crisis in the U.S. and for capi 
talism was purely wishful thinking. It didn’t hap 
pen — in fact, the opposite took place. 

There is so much material of interest to all of u 
in this book at this time, that it is well worth reat 
ing in the light of the possible shifts it is bound t 
bring about in the thinking of the Communist Worl 
—in those countries on the brink of decision—an 
in the West where the Reds are still working. 

Altogether, there is much to be learned that cal 
be useful in our struggle with the Communist Ne 
Class. 
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thel 
that 
that / 
only 
ntia * 
here 
“On 
heli 
Vel 
viet 
itiea 
Ss in 
idua The following letter from a reader of The 
oro-/ Magazine of Wall Street was so moving, thoughtful 
ithts} and authentic in its character, that we thought you 
ciety} wou'd not only be interested in reading it, but that 
ical it would give you a picture of the tyranny with 
low) which the rank and file are being handled and the 
lowe} frustration they feel. 
‘ealef The letter follows: 
;~-tht “Dear Editor: WHO 
| vas} “Your article on Gang- GIVES | ¢ 
sters in Unions interested THIS 4 
| anf me greatly and I wish 4 
*t, hf every laboring man could , / 
plisl} reac it. But, if you were y, Vi 
he} forced into UNIONISM as 4’ 
© ex} we are, I believe your ar- 4 
misel| ticle would be more in line 4 
with the actual facts per- 4 
mor taining to your subject. ) 
ry o} “! read your magazine / 
with great respect, as well 
sis (| as many other important 
owe publications. The under- 
lidatd standing of your editors is 
| onl} quite complete as to how 
* mis} our working force has 
ill rel been kicked around by the 
thel} Bossing Labor Leaders. 
ding The articles covering in- 
Com flation, hoodlums as used 
gmat in labor locals, etc., etc., 
etc., are many in number. 
woulf “But here is my gripe 
strug?... any reader of a finan- 
n ec} cial publication does not 
whef have to be reminded of 
f thf these conditions by its editors. The mentality of the 
y dif average reader has long ago shown him that 
imon Unionism is rotten from the core outward today. 
in’ “But... why aren’t these excellent articles on 
{this vital subject channeled in the regular news- 
194% papers? Let the rank and file know the perils of 
cap} this continued round of unearned wages. Although 
, hap} the newspapers deem it a public service to print the 
_ | Hoffa trial news, that is all they do print. Space is 
of Wreely given to a local labor leader when requested. 
reat? But let some reader submit an article of comment 
ind thsuch as in THE READERS COMMENT ... VOICE 
Worl}OF A READER... EVERBYBODY’S COLUMN 
1—any.. . on rotten Unionism .. . it will never get five 
lines of space. 
it ca} “Here is where you Editors fumble the ball. Get 
; Neihyour good articles in the regular newspapers. Sup- 
port the “RIGHT TO WORK” Committee which is 
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THE $60 YEARLY RIGHT-TO-WORK TAX 
A Card-Carrying Worker Wants To Be Heard 


now trying to give labor a voice in its local. 

“I, or any other reader of a financial publication 
well know the facts on rotten Unionism as prac- 
tised during the past 20 years. If you understood 
our position more clearly your comment on the 
Hoffa trial would be different. 




















Teamster Beck’s Ex-Wife 


“We do not “LIONIZE” 
Hoffa. The demonstration 
was engineered. The aver- 

| age Union worker now 

hates his guts. But UN- 

DERSTAND ... a local of 

even a few hundred men 

is one of many personali- 
ties. On an issue of recent 
date father fought against 
sons, brother against 
brother, wives have left 
husbands ... just because 

they could not agree on a 

Union issue. And in this 

issue the Union was en- 

tirely wrong, as was sub- 
sequently proven. But the 

“DIE HARDS” who can- 

not work without a Union 

stick it out to the bitter 
end, even if the wives and 
children starve. 

“As stated above, a local 
of even...100... men 
will bring out more differ- 
ences of opinion than a 
fraternal order of 1,000. 
As a Steel Worker I am 





© 1057. New York Heraié Tribune Ine 








| forced to pay $60.00 per 
year for working rights. This is Unconstitutional 
according to the 13th Amendment. 

“UNIONISM as applied today is far removed from 
that of Samuel Gompers. Then the worker’s lot left 
much to be desired. But today our politicians lean 
over backwards to give the Labor Leaders every- 
thing they ask for. 

“They were given unlimited rights, tax-free rulings, 
and what have you. The new power opened broad 
vistas and their interest in the worker became 
secondary. At long last the law makers have finally 
realized they are confronted with a Frankenstein 
monster that may ruin us. If their good intentions 
have bred such corruption, let them put in a stopper 
to end it. 

“If you had ever carried a Union card in the Steel 
Worker local to which I belong . . . you would see 
nothing but near violence (Please turn to page 809) 
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Security Prices and Business Uncertainties 


Although subject to technical rallies from time to time, the indicated trend of stock 
prices is downward, suggesting penetration of the late-August lows in no great time and a 
later test of the February low. The market level is still a high one, and business prospects 
remain dubious. We continue to advise a cautious, conservative investment policy. 


By A. T. 


Dsine the pre-Labor Day week the market 
had its best rally, even though unimpressive in 
scope, since inception of the downtrend from the 
July recovery top. Much of it was given up by last 
week’s close, but the low volume of trading and 
narrow price movement in the final session sug- 
gested possibility that the pre-Labor-Day lows might 
hold for a time. If so, probably the best that can 
be expected is some additional short-term recovery 
within moderate technical limits. It would not 
change the general picture. Certainly it is doubtful, 
if not improbable, that the late-August lows, repre- 
senting a decline of less than 10% by the industrial 


4 
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average, will stand up for any great period of t'me 

The average fell roughly 51 points to the August 
26 low, leaving it about 15 points above last Feb. 
ruary’s low. The latter is the only indicated suppor 
level of much technical significance. Our thinking 
allows for a later test of it, and a possible break 
through it. 


The Background Factors 
There are a number of reasons—fundamental, psy 


chological and technical—which argue for an ex 
tended time to come against a renewed advancé 
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MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 





above the triple tops in industrials re 
corded in April and August of last year 
and in July on this year; and which 
could call for an extension of this decline 
To begin with, stocks are still at 
generally high level in relation to exist 
ing earnings and dividends. Even t 
validate the present level, much less pro 
vide support for advance, a significan! 
uptrend in earnings and dividends i 
required. It is neither present nor it 
sight. On the contrary, there will 
some shrinkage ahead in both when} 
ever business activity turns down evel 
moderately. As to that, more later it 
this discussion. Suffice it to say that 
with investment confidence impaired, a! 
lowance must be made both for mor 
sober valuation of current earnings ani 
for cyclical shrinkage in earnings. 
Comparing the situation of the las 
two years or so with that in the earlie 
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profound. To illustrate, the Dow indus 
trials sold at an average of 8.4 time 
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earnings through the three years 1947 


230 1949, and at an average yield of 6.54% 
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with corporate bond yield only abov 
2.6%. As recently as 1953, the averag 
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m0 price-earnings ratio was still only 10.1 
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the yield 5.86%, bond yield aroun 
3.1%. In 1955, a year of sharp rise i 
earnings and dividends—and of evé 
sharper rise in stock prices—the pri) 
earnings ratio averaged no higher tha 
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12.2, the dividend yield 
4.93°>, the bond yield 
about 3%. 

Thereafter, with the 
boom in earnings halted, 
the rise in dividends 
slowed to a walk, and 
‘pond yields rising steeply 
undes tightening money- 
market conditions, the 
market moved progres- 
sively to over-valuation. 
In 1956 earnings on “the 
Dow’ dipped to $33.23 
from 1955’s $35.78; and 
dividends rose modestly to 
$22.09, from $21.58 in 
1955. The average price- 
earnings ratio for the 
year was 14.8, the divi- 
dend yield 4.67“, the cor- 
poraie bond yield 3.33%. 
At the July 1957 high the 
price-earnings ratio was 
15.7, dividend yield less 
than 4.4%, bond yield 
(seasoned issues) about 
4%. Note that past bull 
markets have generally 
topped out with the price- 
earnings ratio no higher 
‘than the vicinity of 15-16, | 


ings at the time; with 
dividend yields low rela- 
itive to bond yields; with 
the money market tight; 
and with investment psychology strongly bullish 
“for the long term”’. 

In 1947-1949 investors were not projecting a great 
business boom. With stocks undervalued, they were 
cautious or doubtful about the future. There was a 





Tsharper price inflation then than now, notably so 


in 1947, but it was not regarded as bullish. On the 
contrary, there was considerabe talk about inflation 
resulting in over-statement of real earning power. 
We have not heard that recently. When stocks began 
to look high on reported earnings, there came the 
bullish talk about “cash earnings”, as if the reality 
of depreciation-depletion charges could be ignored. 

When stocks were low, investors were not sold on 
the vista of strong population growth and dynamic 
industrial development for 10 years or more ahead; 
nor on the theory of endless “creeping inflation” as 
adequate reason for buying common stocks. But with 
stock prices high on any perspective—especially so 
in the case of popular “growth” issues—over-valua- 
tion was rationalized, as long as possible, by ex- 
aggerated emphasis on inflation and _long-pull 
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trrowth. You have heard a lot about that during the 
ast 17 months—during which time the industrial 
average has not only had no net advance but a siz- 
ble net decline to this time! 

Faith In The Future 

| Faith in the long-pull prospeet of our enterprise 
®conomy is well founded; but “long pull” is not now, 
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or next year. We can have some recession for a time: 
and we could have several so-so years without dy- 
namic progress. Pondering that question, where is 
the next big business lift to come from? Not from 
accumulated demand for goods, as in the initial post- 
war period. Surpluses are the rule. Not from another 
Korean war, so far as anyone can see now. Probably 
not from another installment-debt-financed consumer 
spending spree for automobiles and appliances, as 
in 1955. Not from a housing boom until rising 
family formation induces it some years hence. Not 
from a capital-goods boom, since the present record- 
breaking one is petering out, with over-capacity the 
rule in more industries than not. 

A change in the Federal Reserve’s tight money 
policy cannot be expected until after signs of busi- 
ness recession are beyond dispute, as officials are on 
record as thinking that the 1953 reversal to easy 
money came too soon. The production index seems 
likely to hold in a narrow range for a time—perhaps 
three to five months—and then decline. We do not 
foresee any “bust”. We would not expect a produc- 
tion shrinkage equal to 1938’s 21%, which cut total 
corporate profits 56% and dividends 32%: nor one 
as mild as the 7% production dips of 1949 and 1954, 
which had no impact on over-all “big-company” 
profits and dividends, measured by annual data for 
the Dow average. 

The bond market probably has put its lows be- 
hind. There has been a good deal of individual and 
institutional switching (Please turn te page 809) 
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Wren the Treasury totals the results of this 
years’ session of Congress in columns of appropria- 
tions voted and taxes paid—the first part, and only 
the first part, of the story of financing Government 
operations will be in the record. 

To a large extent the tabulation of revenues and 
disbursements will be misleading. That is true not 
only of what the taxpayers will shell out in dollars 
during Fiscal 1958 (which already is two months 
under way; it began July 1), but also to an even 
larger extent in what they will obtain for those 
dollars. 

There was little pretense in the Senate and House 
that the wrangling was over true costs for the 
fiscal year, or over a Revenue Act to match that 
figure. Congress knowingly built toward deficiency 
appropriation bills, and the added charges are only 
a matter of months away. That means additional 
dollars of outgo. But that, too, is an incomplete 
story; other chapters will deal with the approved 
practice of shutting one’s eyes to the plain facts 
of diminishing return for dollar spent. 

If one wishes to be dogmatic he may say that 
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The BUDGET EMERGES-— 


— Appropriations Approved — Where Only 
Partial Appropriations Have Been Made — 
Where Deficiency Bills May Be Introduced Later 





By JAMES J. BUTLER 





Congress has adopted a budget of $67.0 billion t 
run the country for the period between July 1, 195i 
and June 30, 1958. But if one wishes the answer t 
the more practical question of how much will bé 
spent during that period for Federal operations, ht 
will add several billion dollars to that budgetary 
start. Many of the vouchers will be drawn agains 
money appropriated in earlier years—as many a 
three or four years ago. Some will be represente 
in deficiency appropriation bills, to be passed late! 
to supply amounts which Congress knew would bé 
needed to complete the job but preferred to post: 
pone. 

It won’t be hard to find money to take care 0 
things not covered, or inadequately covered, in thé 
appropriations bills passed by the Congress whic! 
has just departed Washington. Estimates vary, bu! 
it is generally settled opinion, that unexpendel 
Treasury balances are almost equal to the tota 
appropriated during this year’s session (for | 
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grand total of $137 billion). In spite of the hand- 
wringing and brow-mopping that went on, and the 
dire threats that civilization might pass if every last 
penny asked by the White House were not made 
available, it is plain fact that the foreign aid pro- 
gram flourished and millions were poured out for 
two months of this fiscal year—before one dollar 
was appropriated for the “current program.” 

The cutback and slowdown in military plane de- 
liveries may have seemed to the casual reader to be 
immediately related to the so-called economy pro- 
gram and budget-balance performance. In truth no 
money voted by this session of Congress was in- 
volved. The Pentagon is taking deliveries on planes 
ordered 18 
months or more 


that were widely printed in the past several days. 
It will bear some resemblance to the true outlay 
but, as pointed out above, much of it is to cover 
buying that will take place from 1 to 3 years from 
now. Also, as suggested above, the same is true of 
foreign aid, military and economic. 


Financing In The Dark 


Many of the old line agencies will live within, or 
close to, the dollar amounts they were voted: labor, 
agriculture, interior, justice, etc. But put them all 
together and their total spending is dwarfed by the 
national security items. This situation will go on, 

become aggra- 





vated, from year 





ago and paying 
for them out of 
money that pre- 
dated the call of 


The Budget For Fiscal Year 1958* 
(July 1, 1957-June 30, 1958) 


to year. The fault, 
many say, is 
basic: the budg- 
etary system 


the Congress this - Department genom House veted Senate voted Final hasn’t been over- 
year. ; hauled since the 
é Agriculture $ 3,965,446,617 $ 3,692,889,757 $ 3,668,972,157 $ 3,666,543,747 at ot es ine 
Short-Changing Commerce 871,513,000 653,685,060 613,584,290 597,790,225 tien — a day of 
The Taxpayer ee 36,128,000,000  33,562,725,000  34,534,229,000  33,759,850,000 simple govern- 

, Columbia 25,504,450 22,504,450 23,004,450 22,504,450 mental needs 

The combina- Executive Offices 20,921,870 16,021,370 16,010,370 16,010,370 which could be 

tion of rising Independent foreseen many 
cosis of material Offices 5,923,195,000  5,385,201,700  5,378,594,800  5,373,877,700 months in ad- 
and of labor, both Interior 515,189,700 454,395,700 457,152,600 456,189,600 rance and, be- 
within the Gov- Labor—HEW 2,981,277,581 2,846,831,581  2,885,290,781 = 2,871,182,781 cause there were 
ernment and in Legislative 108,271,443 78,370,285 104,844,600 104,844,600 no serious foreign 
productien for Public Works 876,453,000 814,813,023 884,151,323 858,000,000 complications, 
the Government, State, Justice, could be antici- 
means the tax- Judiciary 665,649,802 563,799,793 563,085,293 562,891,293 pated. How dif- 
payer isn’t going Mutual Security _3,864,410,000  —3,191,760,000  — 3,661,710,000 — 3,435,810,000 ferent today ! Sev- 


to get all he 
thinks he is buy- 
ing. Far from it. 
For example, this 
year’s install- 
ment payment 





*—"Regular” appropriations bills, plus Mutual Security. 


In addition to the so-called “regular appropriation” bills, plus the Mutual Aid measure 
(which probably has earned the same tag), these actions were taken: 


eral departments 
and agencies — 
all the big ones — 
to whom money 
voted this year is 


Requested by President ° ° ° 
just beginning to 


Appropriation 


on the national Post Office Dept. Supplemental $ 149,500,000 $ 133,000,000 flow, alre ady are 
h i g h wa y p ro- First $ ppl tal R - t (ine. military const.) 1,973,767 ,827 1,734,011,947 p repa ring thei r 
gram won’t de- Atomic Energy Commission 2,491,625,000 2,323,632,500 estimates for the 
liver nearly the Service of National Debt 7,400,000,000 (fixed by Treasury) year which fol- 








mileage that ap- 














lows, for Fiscal 





pears in the 
budget column opposite the planned outlay. Short- 
changed is a harsh word, but semantics shouldn’t 
be important to the taxpayer who'll find he won’t 
get what he bargained for. And that is important. 
The biggest operating business in the world is 
the U.S. Post Office. Its work is laid out, down to 
the hour of delivery of mail to your door this morn- 
ing, and if the Department were run as a private 
business must run, the budgetary item would cover 
the cost. It won’t. Although the postage rate in- 
crease bill failed to clear Congress, you’ll be paying 
more for postal service this year than you did in 
the past. You haven’t been told that yet; you'll get 
the news when a deficiency appropriation bill shows 
up later to take care of the last two or three months 
of the year. Congress knew that, of course, when it 
passed the “first installment” appropriation. 
Largest item of procurement is Defense Depart- 
ment spending. A figure of $33.7 billion was agreed 
on at the Capitol. It shows in the published budgets 
SEPTEMBER 


14, 1957 


1959. Details 
must be in the office of the Budget Bureau within 
30 days to meet an Oct. 1 deadline. Some of the 
offices don’t know how much they’ll need to finish 
out this year. That suggests how impossible it is 
for them to estimate with any degree of scientific 
accuracy, what they will need next year. But so 
long as financing-in-the-dark is the rule, it really 
doesn’t matter very much. 

Budget method overhaul seems inevitable. Several 
systems have been suggested. Because the problem 
is great today with the likelihood of breakthrough 
in every major department, statutory limits on ap- 
propriations and taxes are getting sympathetic 
attention. One method has respectable support, in- 
cluding that of Senator Harry F. Byrd. It would 
limit annual appropriations to a stated percentage 
of the national product and income of the preceding 
year—an estimate to be sure, but calculable. Safe- 
guards would permit piercing that ceiling in the 
event of national emergency, catastrophe, or over- 
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whelming expression by Congress. 

Opposers say such a system would hamstring the 
government in making deals involving commitments 
not to be carried out within a single year. They 
argue that the $70 billion-plus backlog is substan- 
tially committed under firm contracts and they argue 
that hobbling procurement officers would be catas- 
trophic. 

Senator Byrd asks argumentatively how danger 
could come about when, according to his figures, 
Federal agencies had appropriations balances on 
April 1 of $89.1 billion. When Fiscal 1956 began, 
says Byrd, the Federal agencies had $140.2 billion 
on hand, or appropriated to them. Spending through 
the first nine months (up to the date of Byrd’s com- 
putations) totaled $51.1 billion. President Eisen- 
hower in a little-noticed observation in his January 
budget message estimated that the balance would be 
down to $69.8 billion when the current Fiscal year 
would begin (July 1). On the President’s own 
figures, it seems clear that Government spending in 
the past fiscal year would be $1 billion more than 
estimated at its beginning. 

During Senate-House Economic subcommittee 
hearings in June of this year, Gerhard Colm, chief 
economist for the National Planning Association, 
submitted a report to substantiate his statement 
that the Government will exceed its budget by at 
least $1 billion in the current year. Taking into con- 
sideration cutbacks and other planned economies, 
but counting the costs of contract fulfillment and 
housekeeping, he predicted a $1 billion excess of 
spending over estimates. 


Annual Balance The Budget Battle 


Budgets and expenditures (not necessarily syn- 
onymous) can be reduced. It isn’t impossible. When 
the Eisenhower Administration came in, in 1952, it 
promised to cut the budget and operate a smaller 
Federal Government. In the ensuing 2 years the 
budget was reduced, by $10 billion. But in the next 
3 years it grew $9 billion, including the national 
highway program. The $72 billion budget President 
Eisenhower submitted this year made amateurs out 
of all forecasters and a rush was on to analyze it, 
isolate the causes of the huge figure. The answer 
didn’t come out as many expected it would: defense 
outlays were scheduled for a $2.7 billion boost, less 
than one-third of the total rise. Congress tackled 
the budget with vigor. Taxpayers demanded econ- 
omy as a general proposition—but usually insisted 
that savings be had without affecting their pet 
projects. Ike proposed high spending but invited 
congressional reductions. 

Congress, as always, was in the middle. The diffi- 
culty, which is too hard to explain in each letter to 
a constituent, is that Congress deals with appropria- 
tions, not with expenditures. It may take a moment 
for that to register, but it is all-important. If Capitol 
Hill junked the whole budget, refused to appropriate 
one penny, the President still would have available 
for spending, more than $70 billion dollars from 
appropriations and authorizations voted by pre- 
ceding congresses. The only way the lawmakers 
could register effectively would be to legislate a 
ceiling on expenditures. And they haven’t. 

Roswell Magill told the Academy of Political 
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Science this year that an $80 billion budget next 
year (beginning July 1, 1958) is a possibility. This 
and similar observations promoted Percival F 
Brundage, Director of the Budget, to say: “Of 
course, the Bureau of the Budget is only in the early 
stages of work on the 1959 budget and no firm esti. 
mates are as yet possible. A large part of the 1959 
expenditures will come from appropriations and 
other commitments made in previous years, an 
while an increase in spending cannot be ruled out, 
I certainly hope it will not occur, and am taking all 
possible steps to prevent it. 

“An improvement in the international situa‘ion 
could affect the budget substantially. Even without 
such improvement, success in the strenuous efforts| 
to make each dollar go farther should help us hold 
the line.” 


Budget Cuts vs. Spending and Taxes 


But Congress will not hold the line, on the basis 
of some of the reductions it voted this year. Some 
were plainly phony. Some were made with the posi- 
tive knowledge that the money must be raised later 
—after a “conservative budget” has been proclaimed 
with fanfare. The announced cuts cannot be tot led 
into a tax-reduction instrument by any means! 
Much of the money cut out of the budget would not 
have been expended this year anyway; the Defense 
Department had items exceeding $1.3 billion which! 
wouldn’t involve one cent of disbursement in 1957- 
1958. Some are dead certain to be restored. Con- 
gress voted to reduce the Post Office Department 
budget by $58 million, then turned around and voted 
$133 million more to prevent from happening, the’ 
things the Department said must happen if the first 
cut remained. Then Congress let the postal rate 
increase bill die! Only about 10 per cent of the $4 
billion-plus entered as budget reductions affected 
money to be spent this year, and, manifestly, tax 
cuts must be related to spending, not to appropria- 
tions. Congress cut $200 millions from the veterans 
pension fund, and $79 million from public assistance 
funds. Clearly this could be based on nothing more 
than guesswork, and hope: the demands which the 
law orders be filled will decide how much will be 
used in these two items. Congress won’t! 

It is so manifest that the amount of the budget 
was responsive to the insistent demands of the 
moment that it is reasonable to inquire whether the 
Pentagon cutbacks are not equally actions of con- 
venience, rather than permanent decisions. If they 
stand, fundamental changes in American politico- 
military policy will be needed. The unilateral dis- 
armament on the part of the United States appears 
to implement the Key West Conference of 1948 at 
which a long-range program was mapped—before 
hydrogen bomb days! Calm appraisers suggest the 
austerity can go on for a year or two without toc 
much apparent danger but they say if it does there 
must follow several years of defense expenditure 
at the rate of $10 billion or more above the present 
scale. One of the decisions new Defense Secretary 
Neil H. McElroy must make is whether to take 
this risk. The alternative is to dissuade Ike from 
the idea of drastic curtailment of spending for mili- 
tary hardware. That the London peace and disarma- 
ment conferences ground to a stop without attaining 
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any of the objectives that to many seemed so near at 
hand, will be a major factor in deciding whether it 
is wise for the democracies to stack guns, and hope. 

It would be hard to find in recent history at least, 
a situation when there was so much confusion at- 
tendant upon fulfilling the President’s budget de- 
mands. President Eisenhower presented estimates 
totaling $71.8 billion for Fiscal 1958 and proclaimed 
that not a penny less would do the job. When George 
M. Humphrey reacted with his “hair curling de- 
pression” comment, Ike chimed in with the observa- 
tion that Congress might reduce the costs and it is 
“the r duty to do so.” The public, already wrathful 
over the suggestion of such heavy spending, applied 
the whip mercilessly to Congress, and Capitol Hill 
began to do a meat-axe job on the figures. Then, on 
May 14, Ike went on radio and television to under- 
cut the cutting; he warned against any reduction in 
the major items—and there were no other places 
to cut! 

Te House proceeded to cut the Defense Depart- 
men appropriation by $2.5 billion; the Senate re- 
stored $1 billion of this, at the President’s plea. 
Whie conference was awaited, Ike directed the 
Pen agon to put a $38 billion spending rate ceiling 


‘on ts disbursements—it then was spending at the 
irate of $40 billion a year, and if it continued, the 


pub'ic debt ceiling would be punctured. Manpower 
was cut by 100,000, 60 warships went into moth- 
balls, plane and other procurement was stretched 
out. The word went out that government operations 
could be kept to last fiscal year’s level. That came 
after any attempt to reduce a higher budget had 
been labeled by the President “a fearful gamble.” 

The President’s urgent pleas and reiterations that 
a national school bill was imperative tied Congress 
up, created schisms, and delayed much legislation. 
After many months, a compromise was in sight in 
the Kelley draft. Ike said he’d accept it but didn’t 
ask that it be passed. When it came on for vote, 
therefore republicans took their cut from top Ad- 
ministration House members and voted for a motion 
that killed the school bill. 

The answer seems clear: liaison between the 
White House and Capitol Hill is very faulty! With- 
out such liaison, what hope is there for a republican 
legislative program? 

Uncertainty and shifting position marked the en- 
tire picture of White House-Congressional relations. 
The President was honest in his summation: he had 
not done as well as he might have done with his 
program, he was dissatisfied with the quality and 
quantity of the output, but he wasn’t going to change 
his notions of leadership and would continue to 
carry on “in a quiet conversational way, by tele- 
phone and informal meetings.” 


Foreign Aid 


As the mutual security bill was being processed 
it became clear that major policy decisions were in 
the making, irrespective of the amount of money 
that might be voted. The intensifying “back home” 
Opposition to pouring billions of dollars in a never- 
ending stream was given added impetus when the 
proposition was advanced by the International Co- 
operation Administration that the program be 
placed on a three-year basis rather than on a year- 
SEPTEMBER 
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to-year method. 

This seems to have been an effort to bestow an air 
of permanence before the gathering clouds might 
loose the rain or demand for outright discontinu- 
ance. It may have been a calculated risk—testing 
the strength of the program at what probably was 
its weakest moment. In any event the test failed: 
Congress placed the military assistance program 
on a one-year basis by stipulation in the bill. Eco- 
nomic aid, as well, will come up for examination 
again next year, but not under a suspended sen- 
tence of death. With respect to military aid, the 
examination next spring will be thorough, and it 
will be critical. 

Coupled with rejection of the three-year plan 
was pigeonholing of the President’s recommenda- 
tion that military functions of ICA be transferred 
to the Defense Department. That proposal also tied 
into a long-range military committment, and Con- 
gress was having none of that. 

In considering mutual aid it is helpful to keep in 
mind that it involves two Congressional actions: 
an authorization bill, in which the policy and its 
implementation is spelled out; an appropriation bill, 
in which money is provided, within the terms of the 
authorization but not necessarily accepting and 
funding all its parts. 

The authorization bill looked to aggregate ex- 
penditure of $3,367,083,000. The President had 
asked authorizations amounting to $3,864,410,000. 
This started the White House-Congressional con- 
test over half a billion dollars; it was to involve 
more, and at times less, as the appropriation bill 
went through its tortuous course. 

An appropriation bill roughs out but does not 
command strict compliance with the itemization of 
a program. Too general deviation brings down the 
wrath of Congress when the next year’s bill comes 
on for hearing. However, changing needs license 
switches. For example “special assistance, general 
authorization” is an item which invites discretion- 
ary use. Last year, $300 million was voted; this 
year, the item was cut to $250 million. 

For joint controlled areas (U.S. and another 
power, or powers), $11.5 million was granted; last 
year’s grant was $12.2 million. The Intergovern- 
mental Committee for European Migration received 
the same amount for both years, $12.5 million. 

The U.N. Refugee Fund received a boost, from 
$1.9 million to $2.2 million. These and scores of 
other items rose or fell according to the argument 
(or the whim) of Congress. 

(Please turn to page 808) 
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BEHIND HIGH PRICES 


_ What are the Real Reasons — 
1 \\ And is Tight Money the 
Realistic Answer ? 
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F.. roughly the past two years, the sellers 
of goods on the American market and the Board 
of Governors of the Federal Reserve System have 
been engaged in a running battle. The sellers, faced 
with rising costs, and the threat of further rises 
in the future, have raised their prices. The Fed- 
eral Reserve, observing the increase in prices, has 
placed a flat ceiling on the American money supply 
in order to combat inflation, which it considers one 
of its primary functions. 

Between mid-1955 and mid-1957, consumer prices 
increased about 6%. Wholesale prices of industrial 
commodities have risen about 8°: ; even farm com- 
modities have reversed their long-term decline of 
1951-1955, and now are a few percentage points 
higher than a vear ago. At the same time, the basic 
circulating money supply of the nation — demand 
bank deposits, plus currency —has changed only 
negligibly, thanks to Federal Reserve restrictions. 
Higher prices, together with a very high level of 
business activity, have brought the dollar volume 
of business smack up against a monetary ceiling; 
money has grown increasingly hard to get hold of, 
and its price has climbed sharply. 

Large numbers of keen observers of American 
business conditions have been asserting that these 
basic trends are rapidly approaching a kind of cli- 
max; stiff money and rising prices of commodities 
are essentially contradictory, and one of the two 
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trends is bound to break. If the Federal Reserve 
sticks to its guns, in other words, the nation’s price 
level is going to stop rising. This is a widely rec- 
ognized inevitability; the big questions are “‘when 
will it stop rising” and, still more importantly, “will 
it go down after it stops going up’, and most im- 
portant of all, “will it take a serious recession in 
production, employment and profits to stop inflation 
in its tracks”. 

Essentially these questions, plus a number of 
others that can be embroidered around them, have 
been occupying the time of Congressional commit- 
tees in Washington during most of the Spring and 
Summer. And the Congressional committees have in 
turn been occupying the time of William Martin, 
chairman of the Board of Governors of the Federal! 
Reserve System, who has testified at very great 
length on what he conceives to be the state of in- 
flation in this country—and what he, as chairman 
of the Federal Reserve system, intends to do about 
it. His testimony has been intelligent, courageous, 
and determined. But one set of comments, directed 
to the House Banking Committee in early August. 
has stirred up a hornet’s nest of hot discussion 
among businessmen, economists and investors alike. 
It deserves a much closer, harder look than it got 
in Congress, or in the columns of the business press. 

At one point in his testimony, Mr. Martin was 
asked why high and rising prices persist after two 
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years of extremely restrictive money policy, and 
two years of rapidly rising interest rates. His an- 
swer was, in effect, that businessmen are not lower- 
ing their prices even though their demand has been 
reduced; instead, they are holding goods off the 
market, awaiting a time when they can sell at cur- 
rent or higher prices. They are, he suggested, accu- 
mulating inventory as production remains above 
their limited sales; and they are borrowing from the 
banking system in order to carry this excess of 
inventory. Mr. Martin implied that he intended to 
maintain the squeeze on borrowing until these hold- 
ers of inventory are forced, through the high cost 
or unavailability of money, to put their inventory 
on the market at a price that will generate sales. 

| Mr. Martin’s testimony on this issue raises three 
questions. Is business behaving in the way he says 
it is behaving? How widespread is this behavior? 
What happens if tight money finally makes it im- 
yossivle to continue holding goods off the market? 
Beyond these questions lies a more nearly funda- 


the hard-goods sector, there has been a tendency 
in 1957 for the inventories of purchasers’ stocks 
to dwindle, while the producers’ stocks have grown. 

It is also apparent that this accumulation of fin- 
ished stocks in the hands of producers has involved 
bank borrowing. Continuous production requires a 
continuous inflow of cash to finance it; if sales do 
not provide this flow, then it has to come from 
bank borrowings. And the figures on bank borrow- 
ings, as compiled weekly by the Federal Reserve, 
point to a rise of between $4 billion and $5 billion 
in business loans over the past year. This is ap- 
proximately the size of the increase in business in- 
ventories from mid-1956 to mid-1957. 


What Industries are Involved? 


Conclusion: it would be a mistake to say that 
“holding goods” off the market is a process now 
occurring in all industries; it would equally be a 
mistake to assume that it is not happening, in some 














Commercial and Industrial Loans of Weekly Reporting Member Banks 
Cumulative Net Change from End of Previous Year 
(millions of dollars) 
Petroleum Trade: 
Metals & Coal, Wholesale Sales 
Textiles, Apparel Metal Chemicals and Finance 
Week of Year and Leather Products and Rubber Retail Companies Construction 
1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 
4th week + 6 — 32 + 67 — 50 + 49 - 25 — 69 —213 —220 —169 — 4 — 37 
8th week + 40 + 49 + 255 + 83 + 80 65 — 37 —223 —496 —171 — 33 — 48 
12th week +-125 +136 + 797 +518 +-180 75 + 89 —142 —328 +-207 — 13 — 36 
16th week +157 +-151 + 912 +607 +269 + 68 +-171 — 54 —335 +267 — 3 — 53 
20th week +193 +-143 +1118 +677 +-281 +-106 +-132 — 19 —303 +-223 — 24 — 36 
24th week +201 +120 +1113 +713 +-438 1-185 +158 — 3% —452 +174 + 48 — 23 
| Mid-year +238 +148 +1362 +952 +424 +-291 +171 — 2 —322 +366 + 54 — 11 
| 28th week +-272 +157 +1298 +-874 +454 +-267 +-176 — 16 —414 +281 + 43 —- 1 
| 32nd week +294 +179 +1194 1-678 +-460 +-289 +-151 — 40 —503 + 78 + 40 + § 
| 36th week +-323 +1069 L719 +179 —408 + 49 
| 40th week +329 +1075 +788 +239 —544 + 43 
44th week +253 +1025 +-824 +396 —801 + 19 
48th week +228 +-1142 +913 +427 —741 — 3 
52nd week +231 +1295 +854 +349 —225 — 12 























mental question; what pressures are motivating 
business to act in the way Mr. Martin describes? 
Why, if their prices are not suitable to the current 
market, do they not promptly reduce their prices? 


is Business Holding Goods Off the Market? 


There is some impressive evidence that the pro- 
cess described by Mr. Martin is actually at work 
in a number of industries. In selected industries— 
principally raw materials industries—prices have 
failed to participate in the inflation of the past 
two years; many raw materials sell for no more 
than they did in mid-1955, and some (among them 
most of the nonferrous metals) are selling for much 
Jess than in mid-1955, In these industries, inven- 
tory of goods ready for shipment has been rising 
in 1957. In fact, throughout 1957 there has been 
a notable tendency for grewth of inventory to be 
concentrated not in purchased materials but in 
shipping stocks—goods ready for sale. Throughout 
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industries, in significant degree. 

By all indications, the process described above is 
substantially confined to durables manufacturing 
industries—primary metals, fabricated metal prod- 
ucts, electrical machinery, general machinery, and 
transportation equipment. And in these industries, 
it has apparently been going on for some time; 
perhaps a year-and-a-half. In 1956, these industries 
added about $3.5 billion to the book value of their 
inventories (despite the depletion accompanying the 
1956 steel strike). This growth in inventory was 
accompanied by a net addition of about $1.7 billion 
to their outstanding short-term bank debt. In 1957, 
the pace of both inventory growth and debt growth 
has been slower, probably owing in some meas- 
ure to tighter borrowing conditions, but inventory 
growth and debt growth have maintained about 
the same relationship to each other; inventory has 
risen at an annual rate of about $1.5 billion, and 
short-term debt at a rate of about $0.9 billion. 

(Please turn to page 798) 
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REASON for David Beck’s resistance to intra-union 
agreements to respect jurisdictional boundaries be- 
came clear when James Hoffa was on the witness 
stand before the McClellan Committee. Counsel Rob- 
ert Kennedy listed the trades found in one catch-all 
group Hoffa was seeking to absorb—painters, glass 





WASHINGTON SEES: 


James Hoffa, who substituted “forgettery” for 
the Fifth Amendment plea, did no worse than 
break even with the McClellan Labor Rackets In- 
vestigating Committee and in some respects could 
profitably adopt the record of his appearance as 
a campaign argument in his quest for the Team- 
sters’ Union Presidency. 

Committee Counsel Robert Kennedy presented 
an array of documented challenges to the con- 
stancy of Hoffa’s interest in the workingmen he 
professes to serve: favors flowing to and from 
their employers and to anti-union interests as well; 
“competition” with employers which could only 
have the effect of establishing labor schedules 
for employes of his wife and the wife of a pal 
whose business acumen ran a $4,000 investment 
into $126,000 profits in a few years. Hoffa bor- 
rowed without interest or collateral and consorted 
with the worst of jail birds. 

This was the man Senator Irving Ives of New 
York, described to the nationwide TV audience as 
having a “high 1.Q.,” and when Hoffa snapped 
at Ives as one would to a rank inferior, the Sen- 
ator apologized: “Don’t get me wrong. You and | 
are on the same grounds on that basis (strike 
rights).”” Arch-conservative Senator Goldwater of 
Arizona, contributed: “I know you are honest in 
your convictions. For the good of the American 
people | hope your philosophy prevails.” 
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By “VERITAS” 





workers, makers of religious emblems, etc. Hv, 
Kennedy inquired, could these occupations be classed 
as teamstering? Hoffa’s answer was direct: the 
teamsters will take in any unorganized group. That 
trend is growing: American Newspaper Guild, or-! 
ganized as a professional society of writers now 
takes in janitors, librarians, elevator operators. 


SCORNFUL comment by President Eisenhower wher! 
he classed the Congressional output this year a: 
“disappointing,” hurt him on the foreign aid res- 
toration effort. It was the first time Ike had vigor- 
ously gone to bat for a legislative project. That 
made the reverse more crushing. The President had 
been using the kid glove treatment through the year: 
persuasion was his strong weapon because he no 
longer was regarded a political threat. He reversed 
his field at the very worst time. 


CONGRESSIONAL attitude toward foreign aid de 
mands further reappraisal of the subject by the 
White House. The President is likely to find Con- 
gress in an even tougher mood next year. Unless 
the Administration can relate its next request to 
more readily grasped benefits than promotion (pos- 
sibly) of ideology, the legislation will have rougher 
going. Defense, but not over-militarization, will be 








acceptable, but two-way movement of economic 
benefits is certain to be demanded: the lawmakers! 
will want friendly countries defensively armed, not} 
made military entities. These are the warnings im- 
plicit in the lowered aid bill sent to the White House.| 


FOCUS appears to have been distorted since the first 
Marshall Plan money was voted. Idea was not to 
launch a global arms race or to lift friendly coun-| 
tries to industrial heights that wouldn’t be attain- 
able even if war had not interrupted. Reasonable 
protection and a decent standard of living were 
basic, while resumption of our own world trade 
was a factor. 
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7 From a public relations standpoint, the demo- 
cratic high command made a major mistake in planning its 








next political campaign: it appeared to overlook the fact 
that individuals move out of the picture whereas basic 





gone. 


faults can be kept in focus. 
E. Wilson was largely wasted because it was pinioned to 
an individual and his relationship with General Motors, 
and when Wilson moved out of the Pentagon the target was 
On the House side of Congress, the Hebert Committee 
on Armed Services was well on the way to link Wilson and 
GM ina "plot" to monopolize government business, when 
the Defense Secretary announced what should have been 
anticipated right along: he was resigning. 


* Senator John Sparkman's small business com-— 





The drive against Charles 





mittee, operating through a subcommittee headed by 





Senator George Smathers ran into the same difficulty. 








It went at great length into procurement policies and 


practices of the Department of Defense but 
all roads led back to Charles E. Wilson. 
And the committee report was published 
several days after Secretary McElroy was 
confirmed by the Senate. 











7 George Humphrey was the target 
on the money issues. It was Humphrey, not 





the idea that Benson was their enemy. At 








least they didn't vote as if they so felt. 
The democrats tried to make a fight with 
Benson, but the Secretary, a high official 
of his (Mormon) church, wouldn't accom=- 
modate. 


The American Legion is the 
latest of the big national organizations 











the Administration, who was blamed because 
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paign promises, because the public debt 
and borrowings were not placed on a less 
costly basis for the taxpayers benefit, 
because money was found expensive to hire 
for operations and improvements. As Sec- 
retary of the Treasury, he was moved 
either by a sense of duty or by realiza- 
tion that Ike's voice is not regarded the 
voice of authority in fiscal matters, to 
act as a voluntary lightning rod. But 
now Humphrey is gone from the Cabinet and 
the demmies can't blame Secretary Ander- 
Son, having already named Humphrey in 
their indictment. 














> In agriculture, Secretary Ezra 
Taft Benson was pictured from the begin- 
hing aS an outstanding citizen with little 











knowledge, and less interest, in the prob- 





to express worry over cutbacks and 
Stretchouts in the Air Force plane pro- 
curement program. The Legion is almost as 
critical of the stop-and-go handling of 
the appropriations bill as it is of the 
administrative actions (which affect 
delivery of craft built with money voted 
in other years). Noted the AL: "All of 
these actions -=- the various Defense De= 
partment directives, the completed and 
projected cancellations and stretchouts 
and the changes in the military budget -= 
are reducing the nation's striking and 
defensive air power, especially for the 
next few years. It therefore appears that 

















for air power by default." 





» New and useful light will be 
thrown on the export picture by a Treas- 








lems of the farmers. In the U.S. Depart- 
ment of Agriculture, administration is 
paramount: a basic statute may be adminis-=- 
tered differently by one Secretary than 
it would by another. Discretion was 
broad; democrats said Benson exercised 
little. But the democrats had the votes 

in Congress to change the fundamental 
Statutes, and didn't do so. More impor- 
tant, the farm belt voters couldn't be sold 
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ury decision to make public the items, 
amounts, and other details on overseas 
Shipments. The lid has been on since the 
early days of World War 2: security. Ex-= 
ports from the United States during 1956 
were valued at about $19 billion, but the 
only statistical information on these 
exports came from the Bureau of the 
Census. These are prepared too late and 
are too general to be of current value 
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to American businessmen. 





>» Under the new treasury ruling 
export information will be sufficiently 
fresh and detailed to guide truckers, 
railroads and the shipping industry in 
developing new markets. American manu- 
facturers can discover foreign sales 
potentials; exporters of farm products 
will have new information on world markets 
and every segment of the economy will 
find a greater or lesser degree of use for 
the statistical data, it is foreseen. 














» John L. Lewis whose attitude 
toward Congress usually is harsh in the 
extreme, has a good word for this year's 
session -- in one particular. The action 
defeating legislation to force Federal 
construction and operation of a chain of 
atomic energy plants to produce electri- 
city for commercial purposes. Lewis' 
interest naturally is continued use of coal 
for power production. President Eisenhower 
Signed H.R. 8996, carrying out the wishes 
of the Atomic Energy Commission. It was 
in substitution for a democrat-sponsored 
measure to provide $400 million for a 
number of full-scale power reactors. 

That amount covered construction alone. 



































» Lewis and the Administration 
scored a victory here. Instead of jumping 
into the A=-power production business with 
both feet, the bill provides that the 
Commission shall proceed with design and 
engineering studies for two reactor types: 
a plutonium production reactor, and a 
natural uranium gas-cooled power reactor. 
A report of progress will be made to 
Congress April l, 1958. 














e President Eisenhower's comment 
when he Signed the bill Aug. 21 is 
interesting and important. It states a 
policy which, given continued Capitol Hill 














Support, will prevail until 1960 at least: 


the basic law which declares that the 
policy of the United States shall be to 
‘strengthen free competition in 
private enterprise.'" 








p» Flareups on Capitol Hill this 
year have resulted in sharp curtailment of 
the Government's fast tax writeoff program 
for defense industries. There were few 
Congressional defenders of practices 
which had been current; most agreed the 
idea had been carried far beyond its 
immediate security intent. The new law 
limits granting of rapid amortization 
certificates to companies developing novel 
and special military items for the 
Department of Defense and the Atomic 
Energy Commission. Permitted is amortizatio 
in five years, instead of 20 years, for 
Federal tax purposes. The curtailment 
became effective Aug. 22; the law calls 
for a complete ban Dec. 31, 1959. 

Both Houses passed the bill, unanimously, 
without debate. 









































» The future of the system was 
sealed on the day Willard W. Gatchell, 








qT 
| 
Federal Power Commission General Counsel, L 





testified before the Kefauver antimonopoly 
committee. He listed dividend distribu- 
tions by power companies and said the 
utilities have gone beyond an FPC ruling 
that requires a Set-aside from fast 
writeoff benefits to pay taxes which are 
deferred to later years. Power companies 
were in further trouble when one of their 
legislative friends, Senator Alexander 
Wiley of Wisconsin, republican, demanded 
to know why rates were not reduced when 
utilities reduced their capital structure. 
Wiley pointed out that rate-making is 
based on investment. 
































» Weather conditions and Con- 
gresSional action will combine to reduce 
the farm products surplus in the current 
fiscal year. While no food famine impends, 














"While I am not opposed to Such projects 
as studies by the Commission I wish to 
make it clear that I will oppose the 
expenditure of public money for the 
construction and operation by the Govern- 
ment of any large-scale power reactor, 

or any prototype thereof, unless private 
enterprise has first received reasonable 
opportunity to bear or share the cost. 
This comports with the first chapter of 
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commodities are not likely to go into 
storage at the same rate, or higher, than 
like goods are withdrawn. Congress has 
voted an increase of $1 billion to expand 
the program for disposing of farm surpluses 
for foreign currencies. The new figure is 
$4 billion. The question of continuing 
this type of disposal automatically comes 
up again in 1958. It is on a year-to- 

year basis. 














THE MAGAZINE OF WALL STREE 





tar} 
whi 
act 
Wor 
stit) 
evel 
in 1 
mo} 
but: 
the 


rate 


th 
en j¢ 
pra 


etal 
it | 
Sati 
thre 
zati 
to ¢c 
in t 
trac 
tial 
also 


D SED 


= Tee sm” 94 
IB IS 


Ww 


At io 


Ly, 


is 
0 lo 
ha 





mes 


TREE 





The Role of 





INTERNATIONAL LENDING AGENCIES 
World Bank—IMF—Export-Import Bank 


By 


The World Bank and the International Mone- 
tary Fund have given substance to the old axiom 
which says that if you trust the inadequate and 
act on it, then it will become fact. Born at Bretton 
Woods, New Hampshire, in 1944, these sister in- 
stitutions have had ample occasion to discover that 
even their resources have been all too inadequate 
in the face of the world’s insatiable appetite for 
more foreign investment capital. Yet their contri- 
bution to international industrial expansion and to 
the attainment of stability in international exchange 
rates has not been negligible. The International 
Bank for Reconstruction and Development—to use 
the World Bank’s full title—has by most standards 
enjoyed a considerable measure of success as a su- 
pra-national source of long-term loans for recon- 
struction and development. The International Mon- 
etury Fund, too, has a creditable record although 
it has found it increasingly difficult to achieve a 
satisfactory balance of international transactions 
through short-term credits and cooperative stabili- 
zation of exchange rates. It is not out of place, then, 
to consider how these institutions may possibly fare 
in the future, under perhaps more trying and in- 
tractable circumstances. An appraisal of the poten- 
tial contributors of the Export-Import Bank may 
also prove rewarding. 

“he International Bank’s total of loan commit- 
DP SED>TEMBER 
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ments since the start of operations in 1946 amount 
to more than $3 billion. This sum has been lent in 
over 40 different countries for such varied purposes 
as a road construction in Nicaragua, grain han- 
dling and storage equipment in Peru and a bridge 
across the Chao Phya river in Thailand. But the 
overwhelming portion of the Bank’s lending has 
been for the development of electric power and 
transportation in the underdeveloped regions of 
the world. While these credits have enriched their 
receivers and laid a solid foundation for a further 
multiplication of their industrial resources, they 
have at the same time been an important source 
of foreign demand for American goods. Roughly 
50° of the Bank’s disbursements in recent years 
have been spent in this country on U.S. industrial 
equipment and machinery. Last year, for example, 
about $142 million of the World Bank’s disburse- 
ments on loans eventually became exports from the 
United States. 

These facts do not, of course, bely the unfortu- 
nate impression in some quarters that the Interna- 
tional Bank is fundamentally a philanthropic organ- 
ization distributing its largesse to an army of peti- 
tioners for the most quixotic purposes. However, 
evidence for the essentially commercial character 
of the Bank’s operations is contained in the Bank’s 
statements which indicate a net income of more 
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than $29 million last year and almost $25 million 
in the preceding year on total disbursements of 
about $2 billion. Moreover, repayments of loan prin- 
cipal have been effected at a rate which would do 
credit to many U.S. financial institutions. Even the 
most jaundiced critic would find it difficult to deny 
that this is indeed a commendable record. He would 
be equally hard pressed, one would think, to mar- 
shall enough evidence in support of a truly basic 
criticism of the Bank’s lending policies. Yet the 
International Bank has not wanted for fault finders. 


Invalid Criticisms of the World Bank 


The most common charge leveled against the 
World Bank is that its loan policies have been so 
conservative as to frustrate the generous ideal of 
an international credit institution unhampered by 
normal! inhibitions of the conventional banking or- 
ganizations. Spokesmen for this view would like 
the Bank to adopt a more “imaginative” and “dy- 
namic” attitude towards loans to underdeveloped 
countries. This generally means that they would 
like the World Bank to finance prospects which, 
of their nature, not only do not attract foreign pri- 
vate capital (which may be said of most of the 
projects the Bank has backed) but which are also 
so ambitious and far-reaching as to be technically 
unsound or economically not viable. All too fre- 
quently criticism of this type is prompted by a 
desire to construct some showy monument to the 
ruling Administration or by a nationalistic interest 
in a project which, like the traditional steel mill, 
has become imbued with a special symbolic impor- 
tance. 

Moreover, this attitude is not entirely disassoci- 
ated from the belief in some nations that the United 
States must export large amounts of capital to them 
in order to keep its own economy prosperous and 
fully employed. There is considerable evidence to 
support the notion that measures governing admis- 
sion of foreign capital into some underdeveloped 
countries have been based on the assumption that 
this country would find itself compelled to extend 
substantial loans overseas in order to maintain full 
employment at home. While the International Bank 
is not a U.S. institution, it is nevertheless also sus- 
ceptible to this type of appraisal inasmuch as this 
country is the Bank’s leading contributor and “guid- 
ing spirit”. Perhaps the International Bank can 
perform a good service for all by helping others 
understand how the income and employment effect 
of foreign investment is no longer an effective way 
of achieving domestic economic stabilization in the 
more highly industrialized regions of the world. 

It is precisely because wealthier nations no longer 
find it necessary to transfer their “surplus” output 
to the world’s poorer regions that agencies such as 
the World Bank have been organized to collect these 
resources and to channel them into productive uses 
without the compulsion of a specious economic ne- 
cessity. Indeed, there will be very little such “sur- 
plus” funds available in the coming years. The acute 
capital shortage which has developed even in the 
most advanced countries of the world will pose prob- 
lems of a radically different character. The World 
Bank and other international credit institutions will 
be increasingly faced with the task of tailoring the 
world’s fathomless appetite for economic develop- 
ment funds to their relatively meagre resources. 
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Coping With the World Demand 


A measure of the task before the World Bank is 


provided by the Bank’s estimate that expenditures 


for basic public services in Latin America alonef 
over the next decade will run into the equivalent of) 
many billions of dollars. In the field of electric) 
power, for example, the requirements in most Latin? 


American countries are expanding at the rate of at 
least 10% per year. This means that installed <a- 
pacity must be doubled every seven years to keep 
pace with demand. Needless to say, the International | 
Bank will be able to provide only a slender portion 
of the required capital. In the coming fiscal year 
fresh loan commitments by the World Bank to Latin 
American nations will achieve new high levels. But 
the only practical way to raise all of the required | 
capital is to mobilize local savings for productive | 
investment. Unfortunately, there is little evidence 
as yet that the majority of the Latin Republics will 
be able to achieve that degree of economic discipline 
which is required to direct necessary domestic saviligs 
into productive investment. Moreover, rising inter- 
est rates throughout the world will further compli- 
cate the Bank’s task inasmuch as more overseas 
firms now consider it advisable to borrow money 
from the World Bank, where the interest rate s‘ill 
hovers around 5.625 per cent. In many capital-shori 








countries this is considered a bargain rate, Nor can 
the International Bank restrain credit applications 
by significantly expanding interest charges. For t iis} 
would be politically exploited as conflicting with ‘he 
Bank’s mission to provide sound long-term loans at 
“reasonable” interest rates. 
Formidable as they are, the International Banx’s| 
burdens pale into insignificance when compared with| 
the nettlesome problems which have recently beset! 
the International Monetary Fund and which will 
increasingly tax that institution’s energies and re- 
sources in the coming months. For the Fund’s pur: 
pose is to help establish stable but flexible exchange 
rates through the provision of short-term credits 
for that purpose, working toward equilibrium in 
international transactions by fostering consultation 
and cooperation among nations. To achieve these 
ends the Fund extends short-term credits to debtor 
nations, generally in the form of the scarcer “hard” 
currencies. These are issued in return for the debt- 
or’s own money, which is deposited with the IMF 
and redeemed when the borrowed currency is re- 
paid. As a last resort, and after considerable con- 
sultation, the Fund permits a gradual and orderly 
depreciation of the debtor’s “overvalued” money. 


The IMF and Currency Revaluation 


There is ample evidence that the Fund will be 
-alled upon to exercise these functions soon to a 
larger degree than ever before. It is equally prob- 
able that the Fund’s efforts will come to nought if 
the present international tendency of investment t 
outrun the flow of current savings is not curbed. 
The intensity of the world-wide boom has led to such 
a strain on available savings that even the norma! 
capital-exporting countries now have little to spare 
for export. Thus, responsible authorities all over 
the world will be faced with the task of adjusting 
their investment policies to the altered conditions 
of foreign financing. This will not be an easy task. 
However, India and Japan have already taken meas: 
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ures to restrain investment programs—even at the 
cost of seriously braking their economic expansion— 
in a realistic appreciation of the change which has 
occurred in the world’s capital markets. But the 
situation is equally critical in France and reaching 
serious proportions in the Philippines. It remains to 
be seen whether these nations, and others sharing 
their predicament, will be able or willing to adopt 
the restrictive measures needed to stem the drain on 
their gold and foreign exchange resources and thus 
ease the pressure for currency devaluation. 

Perhaps the most pressing issue to come before 
the IMF at the Washington meeting late this month 
wil! be the vexing question of the upward revalua- 
tion of the German Deutschemark, Bonn’s gold and 
foreign currency holdings have been increasing at a 
record rate, surpassing $5.5 billion at the beginning 
of this month. The most immediate effect of this 
mounting hoard of gold, coupled with devaluation of 
the French Franc, has been to weaken opposition in 
German Government and business circles to the 
upward revaluation of the D-Mark. An equally im- 
portant contributing factor to this gradual change 
in views has been the latent threat that the Organi- 
zation for European Economic Cooperation might 
declare the D-Mark a “scarce currency” at its Oc- 
tober meeting. An action of this nature would per- 
mit other members of the OEEC to impose severe 
restrictions on imports from West Germany. This 
would, of course, endanger the current German 
export boom and has caused considerable apprehen- 
sion among German officials, bankers and exporters. 

hile even the most outspoken opponents of re- 
valuation concede that the situation calls for urgent 
action and that revaluation may prove an inescapable 
evil, there is very little chance that West Germany 
will completely yield to the “revaluationists” at the 
coming Washington meeting of the International 
Monetary Fund. It is more likely that Bonn, at least 
initially, will propose a “token” revaluation of the 
D-Mark ranging between 5% and 10%. This step 
would be designed mainly to appease international 
public opinion inasmuch as most analysts agree that 
even an upward revaluation of 30% would not sig- 
nificantly alter present conditions. 


Germany’s Role as a Capital Exporter 


A scheme which has many interesting and far- 
reaching implications will in all probability be ad- 
vanced as a more rational approach to the D-Mark 
problem. This plan is backed by influential oppo- 
nents of revaluation and by manufacturers who 
claim that the consequent curtailment of German 
exports would be detrimental not only to Germany 
but also to her trade partners. Essentially, the plan 
calls for adoption of measures which will stimulate 
German capital exports and thereby reduce the bal- 
ance of payments difficulties of major importers of 
German goods. In effect, German export surpluses 
would be used to finance economic development 
abroad. Loans would be extended to cover trade 
deficits with Germany either through a special insti- 
tution or through such existing agencies as the In- 
ternational Bank. The proposed organization would 
have an initial capital of $250 million. It would 
grant medium-term credits to foreign companies, 
assist German firms in developing joint enterprises 
abroad and aid the repayment of German foreign 
debts which are now estimated at about $5 billion. 
SEPTEMBER 
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This last proposal alone, if adopted, would go a long 
way toward solving the D-Mark problem. 

Another formula which has been suggested as an 
alternative to revaluation involves the elimination 
of the German Central Bank’s restrictions on capital 
imports. A large portion of the money which has 
fled to Germany recently might thereby be induced 
to remain in Germany and be converted into long- 
term investments. This plan has considerable merit 
since it would depress interest rates in Germany, 
thus stimulating brisk expansion of German capital 
exports. Observers have long believed that high in- 
ternal interest rates have militated against German 
capital exports and that any action which would 
depress German rates relative to rates in other 
nations would be beneficial both to Germany and 
to her trading partners. 


Back of the Recent Decline in Sterling 


These proposals assume more imposing dimen- 
sions against the background of the $225 million 
drop in the Sterling area’s stocks of gold and dollars 
in August. This decline is largely attributable to 
rumors of a forthcoming upward revaluation of the 
D-Mark which inspired a rush to buy D-Marks in 
the expectation of quick profits. As a result, British 
hard currency reserves had to be used to support 
the exchange value of the pound. Heavy speculative 
pressure against sterling had forced the exchange 
value of the pound down to $2.78, which is the lower 
limit allowed by International Monetary Fund reg- 
ulations. The situation was further aggravated by 
insistent rumors that Great Britain would follow 
France’s leadership and devalue the pound. This 
precipitated such a flight from sterling that specu- 
lators not only sold all their holdings but also tried 
to borrow more in London. This trend has been 
halted by official denials of all these rumors. And 
there is little doubt that there is considerable sub- 
stance behind these denials. The pound does not 
appear to be overvalued, British reserves of $2.1 
billion are not yet alarmingly small, while Britain 
enjoyed a favorable trade balance during the past 
fiscal year, Moreover, England has yet to draw on 
standby credits ef more than $1.2 billion from the 
IMF and the Export-Import Bank. 

However, it is unquestionably true that a repeti- 
tion of the speculative flight from sterling which 
was witnessed recently would force a reappraisal of 
the pound’s position relative to other currencies. 
Germany, London believes, could prevent such re- 
currence by a revaluation of the D-Mark or by enact- 
ing any other measures which would help reduce the 
presently large short position in sterling. Liquida- 
tion of these enormous short holdings would encour- 
age hard currencies to return to the sterling area 
and reduce the chances or at least the impact of any 
future flight from sterling. But the Germans retort 
that London can best restore foreign confidence in 
the pound by taking more energetic measures to 
combat inflation. Thu, in the absence of any action 
on the part of either Bonn or London, there is very 
little chance of a significant cut in the short posi- 
tion in sterling. 

There seems to be no question that Germany has 
been draining Europe’s gold and dollar holdings and 
that some concrete steps must be taken soon to avoid 
further disruption of the entire European payments 
system. This will be no (Please turn to page 808) 
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CALS 


With a handful of exceptions, a legion of good 
quality chemical common stocks can be found at 
or near their lows for the year 1957. And still, as 
a group, they are selling at 20 to 21 times estimated 
1957 earnings. Probably there is no better testi- 
monial to the dynamic growth background of the 
industry than this attractive price tag in a year 
of less than average performance. But by the same 
token, the continuance of the premium over other 
common stock groups lends little attraction to the 
stocks at their present level of performance, even 
though the industry will continue to be one of the 
country’s outstanding groups. 

The group consistently has been one of the fastest 
growing segments of domestic industry, and inves- 
tors have been rewarded handsomely for their par- 
ticipation in that growth. And even today, when 
operations are not as attractive as in recent years, 
there has been little slackening in the pace. 

Capital expenditures, for the industry as a whole 
are budgeted at a record $2 billion for 1957, and 
most of the funds will come from internally gen- 
erated sources. True, the rate of capital spending 
growth is a bit slower than last year, but the 25% 
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expansion over 1956 is still impressive when viewed} 
in the light of noticeably weaker working capital} 
positions, lower profit margins for most major prod-} 
uct lines, the difficulty of obtaining outside funds} 
in a tight money market and the need to continuef 
expensive research and development projects going} 
at all costs. iy 

What is most impressive is the manner in which 
this expansion will be financed, without jeopard-f 
izing the strong protection dividends have tradi- 
tionally been afforded. Almost 50% of all expansion 
funds are expected to come from depreciation charges 
against earnings, largely under rapid amortization 
certificates; another 40°% will come from retained} 
earnings—and the balance from outside financing.#} 


Certainly this is not a picture of an industry inf} 
trouble. 
As a matter of fact, sales in the first half ol 
the year have run about 7% ahead of the level that 
prevailed in early 1956, but profit margins have 
been noticeably weaker. Fertilizers, polyesters and 
cellulosic fibres have been undergoing a rather pain- 
ful period of coping with surplus production, sell- 
ing prices have declined for a number of other big- 
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Ist 6 Months —_——————— Full Year——-—-- 
Net Sales Net Profit Margin Dividend Per Share Div. 
1956 1957 1956 =: 1957 Net Per Share Earnings Per Share Indicated Price Range Recent Yield 
——(Millions)- - % % 1956 1957 1955 1956 1956 1957 1956-57 Price % 
Ale REDUCTION $82.8 $93.0 9.5% 8.8% $2.21 $2.18 $3.21 $4.19 $1.90 $2.50 6534- 36% 53 47% 
W.©. (mil.) ‘55—$39.5; ‘56—$39.6 
AL‘ IED CHEM. & DYE 341.6 349.4 7.4 6.3 2.57 2.23 5.44 4.74 3.00° 3.00 129'%4- 82'2 85 3.5 
W ©. (mil.) ‘55—$165.6; ‘56—$161.9 
Al ER. AGRIC. CHEM. 68.5! 74.41 6.0! 6.21 6.58! 7.411 7.01! 6.58! 4.50 4.50 79 - 58 67 6.7 
Wc. (mil.) ‘55—$18.3; ‘56—$28.2 
AN ER. CYANAMID 252.8 259.1 9.1 9.1 1.09 1.12 2.04 2.11 1.37 1.50 48'4- 30'2 41 3.6 
W.-. (mil.) ‘55—$195.1; ‘56—$202.8 
AN ER. POTASH & CHEM. 19.9 21.7 12.0 11.4 1.39 1.25 2.45 2.64 1.00° 1.00° 6634- 46 - 2 
W.-. (mil.) ‘55—$11.8; ‘56—$12.2 
ATLAS POWDER 32.9 35.1 6.7 5.7 2.99 2.66 4.70 5.61 2.40 2.40 91 - 6134 69 3.4 
W.c. (mil.) ‘55—$17.9; ‘56—$20.0 
COMMERCIAL SOLVENTS 29.2 29.3 5.7 4.4 61 45 1.31 1.07 1.00 1.00 19%2- 1334 14 = 7.1 
W.¢. (mil.) ‘55—$25.7; ‘56—$24.7 
DIAMOND ALKALI 64.1 65.2 8.6 7.1 2.11 1.73 3.38 3.83 1.57° 1.80 605s- 43's 45 4.0 
W.c. (mil.) ‘55—$25.5; ‘56—$28.3 
DOW CHEMICAL 565.2" 627.8- 10.5- 8.4- 2.52- 2.15- 1.64- 2.52- 1.10° 1.20 827s- 55'2 57 2.1 
W.C. (mil.) ‘55—$149.3; ‘56—$143.4 
DU PONT 943.7 1,014.4 19.9 19.8 4.02 4.31 9.26 8.19 6.50 6.50 237 -175's 188 3.4 
W.C. (mil.) ‘55—$595.9; ‘56—$629.2 
HERCULES POWDER 120.4 124.7 8.1 7.0 1.16 1.03 2.30 2.10 1.10 1.10 51'2- 35 40 2.7 
W.C. (mil.) ‘55—$52.1; ‘56—$46.3 
HEYDEN-NEWPORT CHEMICAL 23.8 25.1 6.1 6.0 .63 65 1.09 1.07 .80 .80 20'2- 12'8 14 59 
W.C. (mil.) ‘55—$17.5; ‘56—$19.4 
(W.C.)—Working capital. '—Years ended June 30. ’—Plus stock. 
*—Years ended May 31. 
Air Reduction: Expansion into new chemical raw materials and derivative Diamond Alkali: Well-entrenched position as an important producer of 
products is reducing the company’s cyclical situations. Company is parti- alkalies has been broadened by entrance into petrochemicals, organic, 
cipating in guided missiles, aircraft, electronics and rare metals industries. chromium, etc. fields. Earnings for the first-half of this year contracted 
Earnings have shown a steady increase in each of the past four years and sharply due to cost-price squeeze and start-up costs of new developments 
prospects continue fvorable. Bl The current expansion program should further diversify an improve sales 
Allied Chemical: Sales increased about $7,000,000 or 2% during the first- and profits base. A2 
half of 1957 but owing to higher costs, earnings contracted moderately. Dow Chemical: Company has an outstanding record of growth. Capital 
Recent expansion into more promising fields enhances the longer term expenditures will continue substantially higher in the next couple of years 
growth potential. Al and this will involve development costs. Heavy depreciation and interest 
American Agricultural Chemical: Near-term prospects for this leading charges have affected earnings in recent years but this will be a lesser 
| fertilizer producer are only fair but the longer-range outlook is more factor in the future. The stock has been one of the leading candidates for 
promising. Dividend yield is generous. B2 the dollar-averaging group. A2 
| American Cyanamid: Operations of this large chemical company are widely Du Pont: A moderate increase in sales which were over $1 billion during 
diversified with pharmaceuticals and biologicals accoutning for about 23% the first half was reflected in slightly higher earnings for the period. The 
of sales. Recent acquisitions in plastics and synthetic textiles adds to outlook for the balance of the year continues favorable. Du Pont’s outstand- 
growth prospects. Management is capable and progressive. Al ing record of research and development of new products assures further | 
American Potash & Chemical: Product research is upgrading products. Pros- longer-term growth. Al 
Pects for lithium and boron chemicals enhances the outlook. Bl Hercules Powder: Primarily a manufacturer of cellulose and naval store 
Atlas Powder: Third largest manufacturer of explosives used mainly in products, diversification has been achieved through paper-making chemi- 
construction, mining, road-building, etc. Chemicals constitute an important cals, synthetic resins, explosives. Earnings were down slightly for the 
and growing phase of the business. Substantial postwar expansion pro- first-half of the year but full year 1957 earnings should not differ mate 
grom augurs well for the future. A2 rially from 1956. The large postwar expansion program has been inter 
nally financed. Longer-term outlook appears favorable. A2 
Commercial Solvents: One of the smaller chemical companies, earnings were 
about 25% lower for the first half but sales held at about the same level. Heyden-Newport-Chemical: Sales of this recently mergec’ company divide 
Near-term prospects suggest little change. The stock is one of the more almost evenly between naval stores and derivatives and synthetic organic 
Speculative in the industry and maintenance of the $1.00 annual dividend chemicals. The integration of the merged companies with improved basic 
is not assured. C3 raw material position improves the outlook. 
RATING: A—Best grade. B—Good grade. C-Speculative. D—Unattractive. 
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1—Improved earnings trend. 2—Sustained earnings trend 











3—Lower earnings trend. j 
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Statistical Position of Leading Chemical Companies—(Continued ) 





Months. 


Full Year 





Ist 6 Months 
Net Profit Margin 
1956 1957 
% %o 


Net Sales 
1956 1957 


Net Per Share 


1956 


Dividend Per Share 
Indicated Price Range 
1957 1956-1957 


Yield 


° 


Recent 
Price 


Earned Per Share 


1957 1955 1956 1956 





—(Millions)——— 


HOOKER ELEC.-CHEM. : $55.1 $53.7 11.2% 85% 
W.C. (mil.) ‘55—$31.6; ‘56—$31.8 


$ .94 


$ .70 $1.73 $1.75 $1.00 $1.00 52%4- 27% 28 3.5% 





INTER. MIN. & CHEM. .. 4.51 


W.C. (mil.) ‘55—$33.1; ‘56—$33.6 


66.2! 72.41 





297.1 


MONSANTO CHEM. 2 
W.C. (mil.) ‘55—$187.0; ‘56—$162.8 


1.171 


28 «5.6 





2.00! 2.552 2.14% 1.60 1.60 337%- 25% 


1.00 51%4- 30% 





1.80 1.004 








OLIN MATHIESON CHEM. 300.0 
W.C. (mil.) ‘55—$193.6; ‘56—$182.7 


288.8 





PENNSALT CHEMICALS 
W.C. (mil.) ‘55—$15.4; ‘56—$26.3 


37.1 


2.00 62%8- 422 


1.53 2.80 2.92 1.85 1.85 7034- 4534 











ROHM & HAAS 
W.C. (mil.) ‘55—$35.4; 


90.8 
‘56—$34.9 





7.57 


7.82 17.23 15.21 2.404 2.40 510 -351 380 





SPENCER CHEMICAL 32.8! 12.2! 


W.C. (mil.) ‘55—$20.3; ‘56—$21.8 


3.131 





2.511 2.40 73%- 45% 





STAUFFER CHEM. 
W.C, (mil.) ‘55—$41.5; 


80.4 793 9.1 


‘56—$38.3 


2.15 83%%- 512 





UNION CARBIDE CORP. 640.1 690.4 11.3 


W.C. (mil.) ‘55—$454.2; ‘56—$477.7 


3.60 13358-1005 





UNITED CARBON 
W.C. (mil.) ‘55—$11.8; ‘56—$14.8 


31.6 


4.66 5.04 2.00 71'2- 48% 





U. S. BORAX & CHEM. 
W.C. (mil.) ‘55—$15.8; ‘56—$12.4 





1.286 = 1.47 60 7634- 3154 





VICTOR CHEMICAL 
W.C. (mil.) ‘55—$16.7; ‘56—$16.3 


24.9 27.1 7.3 


1.01 





1.40 3458- 2534 





VIRG.-CAROLINA CHEM. 44.3) 1.11 81 


W.C. (mil.) ‘55—$26.8; ‘56—$26.8 


45.3! 





(W.C.)—Working capital. 
‘_Deficit. 
n.a.—Not available. 


~—Years ended June 30 
3’—Year ended Sept. 30. 


d .gg9l 


1—9 mos. ended March 31. 


41,171 .20- 387%- 1934 


4—Plus stock. 


°—9 mos. ended June 30. 
6—Combined earnings, predecessor cos. 





Hooker Electrochemical: Earnings declined moderately in the first six 
months of the current fiscal year. Company is placing greater emphasis on 
plastics and with good demand for basic chemicals, growth prospects con- 
tinue good over the long-term. B2 


International Minerals: With the new phosphate chemicals plant operating 
profitably, the immediate outlook is for little change in earnings. However 
diversification and new products give promise for the longer term. Cl 


Monsanto Chemical: This is one of the most widely diversified companies 
in its industry and it has a good record of growth. The Lion Oil Division 
has expanded sales and earnings potentials. Although earnings this year 
will hold close to last year’s results, the longer-term outlook appears 
bright. A2 


Olin Mathieson Chemical Corp.: The fifth largest in the chemical industry, 
has widely diversified its operations which include drugs and pharma- 
ceuticals, aluminum, high energy fuels, etc. Future growth is expected to 
come from internal sources rather than from new acquisitions. B2 


Pennsalt Chemicals: Moderate decline in recent earnings due largely to 
heavy depreciation. Company’s expansion program and upgrading of 
products are favorable factors for future. B3 


Rohm & Haas: Medium-size chemical company with excellent growth rec- 
ord, due in great part to continuous development of new products. Current 
expansion program aimed to increase capacity and reduce costs. Al 


Spencer Chemical: Although relatively new as producer of ammonia and 
related products, as well as polyethylene, company is well established in 
both fields. Operations are low-cost. Favorable longer term prospects, not- 
withstanding terporary overcapacity in chemicals produced. B3 


Stauffer Chemical: Medium-size producer of heavy chemicals, specializing 
in sulphuric acid and carbon disulphide. Output includes boron products 
and other items offering good promise of growth. Earnings record favor- 
able. B2 


Union Carbide: Although sales volume was slightly higher for the first 
six months, net income declined slightly due to higher costs, principally 
wages. This second largest chemical producer has well-diversified activities 
and aggressive developments augur well for the long-pull. Al 


United Carbon: Company should maintain its position as carbon black 
producer, but natural gas sales are in growth trend and account for greater 
part of earnings. Company also makes synthetic rubber. Bl 


U. S. Borax & Chemical: While fiscal 1957 earnings expected to approxi- 
mate last year, 1958 sales and earnings should benefit from new borax 
mine and refining plants. Company has position of largest producer of 
boron products, as well as second leading company in potash. Use of 
boron in missile fuels promising. C2 


Victor Chemical: While relatively small in size, company is important pro- 
ducer of piosphorous-based chemicals. Recent growth due in good part 
to rising sales of detergents, which use sodium phosphates. Demand con- 
tinues favorable from food and other industries. B1 


Virginia-Carolina Chemical: Unsatisfactory trend of earnings continued 
through recent fiscal year. Results partly obscured by large write-offs. 
Preferred dividends heavily in arrears and outlook depends mainly on 
new management's efforts. D2 








RATINGS: (A)—Best Grade. 
(B)—Good Grade. 
(C)—Speculative. 
(D)—Unattractive. 


1—Improved earnings trend. 
2-S ined gs trend. 
3—Lower earnings trend. 
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volume lines such as ammonia compounds and viny] 
resins, and demand has fallen off from such impor- 


Mant industries as glass, aluminum, paper and pulp 
Gand textiles. 


At the same time, the merry-go-round of inflation 
has been no kinder to the chemical producers than 
o any other industrial group. There have been 
some price increases, but even these have been in- 
sufficient to offset rising wage costs, higher prices 
or money and increases in the costs of handling 
and shipping goods. 


Larger Companies Do Best 


us, by the time the sales increases come down 
t earnings, results for most companies, and 
the industry as a whole are just about in line 
last year’s performance. In general, best re- 
have been shown by the larger, integrated 
inies with the broadest product lines, and the 
‘est showing has been made by those whose 
action is concentrated on the few especially 
‘hemical lines. 
du Pont, for example, reported sales of over one 
1 dollars for the half, which was slightly bet- 
han the same period a year earlier, Earnings 
oved modestly over the 1956 showing, and pros- 
_for the balance | of the year are satisfactory. 


GM will pay less in the final six month period. (GM 
is fully covered in our story on the auto industry 
starting on page 774). 

du Pont’s position is, of course, unique. Although 
it is not necessarily the largest producer of each 
of the products it sells, the combined volume and 
consistent record of good profitability have long 
stood the company in good stead. Still, in order 
to maintain its competitive position price cuts were 
recently announced for a number of materials in- 
cluding nylon, adhesives, anti-knock compounds and 
titanium sponge, to mention a few. 

Similarly, Union Carbide, another of the indus- 
try’s giants performed relatively well in the first 
half of the year. Slightly higher sales were re- 
corded, but higher wages and a variety of minor 
factors caused a small earnings dip to $2.31 per 
share from $2.42 in the same period last year. For 
the balance of the year a continuation of the level- 
ing pattern can be expected, but the longer term 
outlook has not changed. As with du Pont, Carbide 
has excellent research facilities, and the consistent 
generation of cash earnings is a powerful force 
permitting the completion of important projects 
with excellent potential for the future. 

On the other hand, the plight of the smaller com- 
panies with narrower product lines has been less 
attractive, Commercial Solvents held its sales at 
about the same level as last year, but earnings 
dropped 25° (Please turn to page 800) 











‘(ORY Statistical Position of Leading Ethical Drug Companies 


Ist 6 Months 
Net Profit Margin 
1956 1957 


°/ °/ 
/o /o 


Net Sales 
1956 1957 


(Millions) 1956 


| ABBOTT LABS. 
W.c. (mil.)‘55— $379; '56— $38.7 


BRISTOL MYERS 
w.c. i ) ‘55— _ 7; ‘56— 7 


$51.4 9.3% 9.9% $1.13 


(NA) 


MERCK & CO. 
W.C. dean she ‘55— Beacon 7; '56—$73.4 


PARKE, DAVIS 
W.C. vende ‘55—$53.5; hesusianenien 


PFIZER (CHAS.) & CO. 
W.C. (mil.) ‘55—$63.3; ‘56—$72.5 


SCHERING CORP. 
W.C. (mil.) ‘55—$6.1; deatinat 5 


87.0 


98.4 10.9 





W.C.—Working Capital. 


Abbott Laboratories: As a prominent ethical drug predeser, company is 
benefitting from new products and steady growth in sales. Recent new 
products with favorable prospects include a penicillin product and a new 
tranquilizer. Al 


Bristol- Myers: This important manufacturer of proprietary and ethical drugs 
is currently benefitting from sales trend of established lines and favorable 
reception of new proprietary products. Large research expenditures give 
promise of new ethical drug discoveries. Bl 


Merck & Co.: Company’s wide line of fine and medicinal chemicals includes 
vitamins, hormones, antibiotics and pharmaceutical specialties. Manage- 
ment is aggressive and new product introduction is continuing, as a result 
of emphasis on research. Further sales and earnings gain indicated balance 
of this year. Al 





(A)Best Grade. (C)— 
(B)—Good Grade. 


RATINGS: 


Net Per Share 


NA—Not Available. 


Speculative 
(D)—Unattractive. 


Full Year 
Dividend Per Share 
Indicated 
1957 


Earned Per Share 
1955 1956 


Price Range 


1957 1956 1956-57 


$1.32 $2.48 $2.80 $1.80 $1.85 5134-37'4 


6114-2838 


4214-2458 


62'2-40'4 


6512-37" 


9612-4472 


Parke, Davis Co.: Long-established as one of largest manufacturers of 
pharmaceutical and biological products. Notwithstanding competition in 
antibiotics, company continues to benefit from new products and long-term 
outlook is favorable. Al 


Pfizer (Chas.) & Co.: Originally a producer of bulk chemicals, company now 
markets full line of pharmaceuticals, with particuiarly strong position in 
antibiotics. Position strengthened by research anc aggressive marketing. 
Company has several new proprietary drugs. Al 


Schering Corp.: Company engaged largely in production of hormones, anti- 
histamines and other ethical drugs. Recent sharp sales gain in arthritis 
drugs leveling out. However, company is introducing new products. Current 
outlook favors moderate growth. Bl 





1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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Near and Longer Range 


STEEL PROSPECTS 


By CALEB FAY 


Wit eight months of the year behind them, 
most steel producers can look back on a good first 
quarter, a less satisfactory second quarter, and a 
third quarter two-thirds gone which now presages 
results better than anticipated by the pessimists in 
early summer. 

The January-March period this year found the 
steel industry operating at an average 96% capac- 
ity, only 1% less than during the same quarter of 
1956. As the 1957 capacity is based on 133.4 million 
tons per year while 1956 was 128 million tons, more 
steel was poured in 1957 in the first quarter than 
last year in spite of the slightly lower operating 
rate. But by February it had become clear that de- 
mand from the auto makers and appliance manu- 
facturers was less than had been confidently anti- 
cipated. This was not particularly alarming at that 
time because other customers were eager to take 
up the slack caused by cancellations or deferment 
of delivery to Detroit. 

But by the end of March it was obvious that 
while demand for heavy steel was very strong, this 
wasn’t the case for the lighter steels including, of 
course, cold rolled sheet and strip which carry a 
higher profit margin than structurals and heavy 


770 


plate. Detroit simply wasn’t buying as expect 
The auto companies apparently had not been ab 
to get their steel inventories down where th 
wanted them, and confronted in most cases wi 


their own lagging sales, they found that cuts | 


car output would automatically upgrade their ste 
inventory position. 


Confronted with slow demand for the light 


steels contrasted with insistent call for heavy pla 
and structurals, some mills with the necessary i 
cilities turned to rolling heavy tonnages of lig 
plate on sheet-strip mills to take up the slack. TI 
in turn relieved the regular plate mills and pé 
mitted them to devote all their facilities to hea 
plate. And for the first time in several years, it ¥ 
recognized that steel was in a buyers’ market, wi 
the possible exception of products needed for shi 
building, for heavy construction, and in some | 
stances, for oil drilling. Aggressive selling methc 
became the order of the day. 

The net result was that operations in the seco 
quarter averaged 87% of capacity, down 9% fr 
the first quarter, and nearly 6% less than the s# 
ond quarter of 1956. The operating rate for t 
industry declined steadily, reaching a low of slight 
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Statistical Position of Leading Steel Companies 





—_—__—_—— Ist 6 Months_———_——_—_—__- —————Fll Year _————__ 
Net Sales Net Profit Margin Dividend Per Share Div. 

1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Viel 

——(Millions)—— % » 4 1956 1957 1955 1956 1957 1956-57 Price % 


1956 








ACME STEEL 5.9% 47% $1.92 $1.62 $3.11 $2.94 $2.00 $2.00 385-2954 30 66% 


W.C. (mil.) ‘55—$22.5; ‘56—$33.6 


$ 64.0 $ 82.6 








ALLEG. LUDLUM STEEL 
W.C. (mil.) ‘55—$48.7; ‘56—$61.7 


153.7 337 §9 2.43 2.01 4.13 4.04 1.70 6558-2958 47 4.2 








AR/ACO STEEL 6.05 6.03 2.55 3.00 6958-46354 53 5.4 


W.<. (mil.) ‘55—$182.8; ‘56—$191.3 


394.6 401.1 7.6 3.42 


BETHLEHEM STEEL 1,269.9 7.5 7.6 2.39 4.52 3.83 2.12 2.40 505s-35's 45 53 


W.C. (mil.) ‘55—$809.9; ‘56—$683.8 


1,363.3 


CARPENTER STEEL 
W.C. (mil.) ‘55—$13.1; ‘56—$15.7 


44.5! 51.6' 9.5! 9.9! 4.98! 6.79- 8.01- 2.80 3.00 747s-385s 63 4.7 


CO!O. FUEL & IRON 
W.C. (mil.) ‘55—$66.7; ‘56—$71.1 


n.a. no. 8 67n.a. n.a. 2.48 2.55 4.74 1.10 2.00 2.00 3558-27 29 «68 


CONTINENTAL STEEL 
W.C. (mil.) ‘55—$10.4; ‘56—$11.2 


244 6.0 6.9 3.17 3.36 6.03 5.57 2.75 2.75 4534-3448 35 7.8 


CRUCIBLE STEEL 
W.C. (mil.) ‘55—$49.1; ‘56—$60.4 


145.6 136.3 5.5 4.4 2.24 4.03 3.51 1.50 1.60 40's-23 28 5.6 


DETROIT STEEL 
W.C. (mil.) ‘55—$23.3; ‘56—$24.4 


63.7 48.7 6.5 3.8 5.7 2.07 2.78 2473-14'8 6.6 


EASTERN STAINLESS STEEL 
W.C. (mil.) ‘55—$10.8; ‘56—$17.2 


25.1 27.6 5.8 2.60 4.36 3.75 1.50 6054-29'8 42 3.5 


GRANITE CITY STEEL 71.5 65.9 10.7 9.5 3.58 2.92 6.03 


W.C. (mil.) ‘55—$32.2; ‘56—$36.8 


7.04 3.00 6038-34 44 68 











1—9 mos. ended March 31. 
~—Years ended June 30, 1956 and 1957. 


(W.C.)—Working capital. 
n.a.—Not available. 





Acme Steel: Prominent producer of steel strapping and strapping and wire 
stitching equipment. Acquired assets of Newport Steel in September 1956 
with a normal production of 600,000 ingot tons, thus making Acme semi- 
integrated. Continuous dividends paid since 1901. ) 


Continental Steel: Non integrated steel producer concentrating on sheet 
steel and wire products. Bulk of sales to dealers in farming territory in 
mid-west. Expects considerably business from highway program. (B2 


Crucible Steel: Important producer of high grade tool steels, also alloy 
and stainless. Interested in titanium products through half-interest in 
Rem-Cru. First half profits off account slow buying from Detroit. Improve- 
ment expected in fourth quarter. (B1 


Allegh.-Ludlum: Leading producer of alloy and stainless steels. Has 50% 
interest in Titanium Metals Corporation. Slow demand from auto makers 
for stainless steel cut earnings in first half but strong comeback expected 
in fourth quarter. (B1) 


Armco: Ranks 7th among steel producers. Fully integrated, owns 50% 
Reserve Mining Co., important source of taconite iron pellets. Lowest cost 
stainless steel producer. Labor relations considered best in industry. (A2) 


Detroit Steel: Has been largely dependent on sales of lighter steels to 
automotive industry, hence curtained buying by Detroit in first half cut 
heavily into profits. Better auto business could bring substantial recovery 
Bethlehem Steel: Ranks next to U.S. Steel in size. Top place in ship build- in fourh quarter. (C1) 
ing, ship repairs, producer of heavy structurals. Large order backlog. Still 
considering merger with Youngstown Sheet & Tube despite Government 
opposition. This would give Bethlehem a long desired entry into Chicago 
area. (Al) 


Eastern Stainless Steel: Concentrates on stainless hot and cold sheets and 
plates, of which company manufactures 12% of output of industry. Opera 
tions improved by new equipment and better nickel supply will aid earn- 
ings, estimated about $4.25 after full conversion of outstanding debentures. 
Relatively small interest in sales to auto manufacturers. (B1 


Carpenter Steel: Specializes in alloy steels. Relatively small producer but 
well regarded. Excellent dividend record. Plans to acquire Northeastern 
Steel which would increase company’s capacity. Growth prospects good. (B1) 
Granite City Steel: Located strategically in an expanding industrial area, 
with strong position in sheet, strip and tin plate. Ingot capacity increased 
67% since 1951, with further increases planned. Joining American Zine in 
exploration for iron deposits in Missouri. (B2 


Colorado Fuel & Iron: Strategic position in growing western steel market. 
Expanding and modernizing eastern facilities. Creditable earnings would 
suggest dividend increases but probably necessary to conserve funds for 
capital expenditures at present. (B1) 





RATINGS: A—Best grade. 

B—Good grade. 
C—Speculative. 
D—Unattractive. 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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a a _ 
beloy 
Statistical Position of Leading Steel Companies—( Continued ) ering 
_____ fhe t! 
usua 
- ———— st 6 Month,_—_———_—_—__—- -Full Year——_— - not | 
Net Sales Net Profit Margin Dividend Per Share Di ; : 
1956 1957 1956 = 1957 Net Per Share Net Per Share Indicated Price Range Recent Yield | ng 
{Millions} % % 1956 1957 1955 1956 1956 1957 1956-1957 Price 9 mquar’ 
____ who 
mwor: 
INLAND STEEL $392.3 $406.7 7.3% 7.3% $5.23 $5.26 $9.52 $9.43 $4.25 $4.50 100%4-76'2 88 5.1% : 
W.C. (mil.) ‘55—$165.8; ‘56—$204.7 | 
JONES & LAUGHLIN STEEL 408.6 432.3 7.5 6.1 4.75 3.58 7.73 6.63 2.50! 2.50 64%-42's 55 4.5 ; Be 
W.C, (mil.) ‘55—$153.7; ‘56—$163.2 ; er 
a Poa on Lo rate 
LUKENS STEEL 50.9 616 7.0 9.7 3.71 6.27 2.70 7.87 2.00 4.00 12258-14 88 4.5 | bse 
W.C. (mil.) ‘55—$16.1; ‘56—$20.9 ‘| av 
Hid \ ¢ 
ew Sa buy 
NATIONAL STEEL 347.6 343.3 8.3 7.6 3.92 3.52 4.02 5.23 4.00 4.00 8014-64 69 5.7 mhe 
W.C. (mil.) ‘55—$123.5; ‘56—$140.7 Rept 
———. $$ — _—_—_— —_— — = ¢ ng 
PITTSBURGH STEEL ‘ 101.9 97.2 46 3.7 2.78 1.91 4.31 3.24 1.00! 1.00! 39%2-24% 26 3.7 ey 
W.C. (mi.) ‘55—$31.7; ‘56—$39.4 ; nort 
7 a i ails er tain we aes taal wes TAS Mein 
REPUBLIC STEEL 684.0 692.46 7.5 7.6 3.33 3.40 5.59 5.83 2.62 3.00 60%4-42% 52 5.7 Rhe 
W.C. (mil.) ‘55—$256.1; ‘56—$244.9 ; «fl 
~~ ae se = rrr 2 Mav 
SHARON STEEL 99.8 85.0 4.3 3.2 3.93 2.48 7.26 6.28 3.00 3.00 5944-3958 41 7.3 mrde: 
W.C. (mil.) ‘55—$33.4; ‘56—$35.1 ™ 
a ee —- = aoe his 
U. S. STEEL 2,269.2 2,336.7 9.1 99 3.66 4.07 6.45 6.01 2.60 3.00 7334-515% 65 4.46 he 
W.C. (mil.) ‘55—$695.1; ‘56—$603.7 5 poi 
: a . ——oe he n 
UNIVERSAL-CYCLOPS STEEL n.a. 30.7. n.a. 6.5 1.74 2.01 3.20 3.89 1.25 1.50 434-2058 28 5.3 n th 
W.C. (mil.) ‘55—$8.6; ‘56—$10.2 On 
a : nies = = a = —— ave 
WHEELING STEEL , 144.0 139.3 7.9 5.3 5.50 3.36 8.12 8.20 3.00 3.40 6934-46 52 65 efini 
W.C. (mil.) ‘55—$76.4; ‘56—$82.4 : ured 
mens Seep cai tinted iso: 
YOUNGST. SH. & TUBE 357.6 366.9 6.0 5.9 6.35 6.38 12.34 12.62 4.50 5.00 13112-8352 95 5.2 ' ied | 
W.C. (mil.) ‘55—$218.1; ‘56—$220.8 : tock 
acninainaiiceemaniits on ——— —$—$$—___ heir 
: ! 
W.C.—Working capital. 1—Plus stock. Bvere 
n.a.—Not available. Th 
- 7 - _ ia ni oa = ae ee = bee) 
Inland Steel: Ranks 8th i ize. Full integrated. Single plant location in serve Mining Co., thus o iated with A : . : 3 but € 
Chieuge —_. Seas Joseph T. Ryerson, largest steel warehousing organi- reserves in Canada and hires. (Al) ee Ce eipetive tne ane n th 
zation in U.S. Huge reserves of iron = in —— on og 0 = vo ite 
low cost producer with balanced product-mix. Company has historically Sharon Steel: Partly int — : . DrOdt 
operated at a higher level than average for industry. (Al) but woe cn lls p Moore . pe sag oe My wth ae demand he r 
: 7 : ; . from Detroit for steel. Owns 50% Mallory-Sharon Titani i ; 
lin: Capital dit Il drop sharply in 1958-9. Break- peas elle : © Mallory-Sharon Titanium Co., important } 
Te a coe ee S eles, Recent acquisition of Rotary factor in titanium industry, whose earnings are not yet consolidated. (C2 On 
Electric Steel gives an entry ate aules oe te Expansion om he s 
Ils for increase to 7.8 million tons early in 1958. Earnings mounting but U. S. Steel: Produ ly 30% of . F . 
no dividend increase likely until capital expansion completed. (B1) major consuming districts. Raw ow pnwdenty sly may om | Ae steel 
Lukens Steel: Tremendous demand for heavy structurals and plates found + ab pes polica he aw pon —s — comparison with MPerlO: 
Lukens one of few companies able to supply and has insured satisfactory cesured, may be yeur end extra. (Al) Producers. Dividend rate appears ngot 
profits for 1957. Demand likely to continue high into 1958 account of ship . ta 
building and heavy engineering construction. Operating rate usually Onna 
| cyclical. (B1) manag Coctape: Steves teat, alloy and stainless steels. Earnings Mat an 
National Steel: Considered to have low break-even point account of of specialty steels. (C2) oe eo a So Sh oor cee ndic: 
modern equipment ard low capital cost per ton ingot capacity. Plants Ce 
strategically locat~ ', one-half in Detroit area. Large steel supplier to auto Wheeling Stecl: Specializes in light steels, fabricates men ; or tl 
industry. (Al a ‘ - = al aa wat. hae plate is important. Wrededion rate for first 7 anata toes las ull tit 
Pittsburgh Steel: Has made go progress in improving basic facilities. an industry aver t ad i ° 
femme secend vater uninspiring with widely fluctuating earnings. About year is believed goed. (B2) ahead in August and outlook for rest of vASIS 






25% of stock is closely held. (C2) 


Republic Steel: Ranks 3rd among producers. Largest producer of alloy 
steels, important supplier to automotive industry. Has V2 interest in Re- 


Youngstown Sheet & Tube: Fifth largest steel com i s 
een ge proposed merger with Bethlehem Steel, $5.00 Shilend omen 
covered. 










A-—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


RATINGS: 
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1—improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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pelow 80% for the first week in July, then recov- 
ering. It was generally expected that July would 


Nhe the poorest month of the year, because of the 


vacation periods at the mills, with August 
not much better. Little more than an 80% operat- 


Jing rate is anticipated for the average of the third 


uarter. But this holds only for the industry as a 
Individual companies may fare better or 


Fourth Quarter Upturn Expected 


Better things are expected for the fourth quar- 
iter. Forecasts vary from 85% to 88% —the 85% 
Mrate was the estimate by U.S. Steel. Most informed 
observers believe that inventories of consumers will 
been reduced to a point where further deferred 
buying becomes dangerous. A marked upturn in 
Mhe operating rate is expected not later than mid- 
September, with Detroit taking the lead in spark- 
Sng (emand. 


This optimism is borne out by recent trade re- 
indicating that steel for the 1958 autos was 

- ordered in increasing quantities even before 
raditional post-Labor Day break-through. Or- 

lers calling for October delivery are arriving at 
Mavored mills faster than expected. Most of the 


mhe type that has heretofore been in easy supply. 
his incipient surge in buying is expected to boost 
he operating rate for the fourth quarter at least 
5 points on the average, with the major benefit to 
he makers of the lighter steels with plants located 
in the Detroit-Chicago area. 
§ Orders for steel from appliance manufacturers 
Mave also started to improve, but there is pretty 
Mlefinite feeling that most steel products can be se- 
ured from the mills on comparatively short notice. 
roof of this appears in the low inventories car- 
vied by some manufacturers who are keeping their 
Rtocks on a 30-day basis, in sharp contrast with 
heir position a year ago, when 60-90 day stocks 
vere usual, 

The only items still in tight supply, as they have 
beer! all year, are heavy plates and some structurals, 
but even for these deliveries are improving. Yet 
n the midwest area demand is strong enough to 
produce carryovers, and backlogs seem assured for 
he rest of 1957 and into next year. 

On its record for the first seven months of 1957, 
he steel industry has no cause for apology. More 
steel Was produced than in any identical previous 
period, with a total of 69.4 million net tons of 
ngot and steel for castings. To produce this record 
onnage, furnaces were operated for seven months 
tt an average of 89.6% of capacity. This would 
ndicate an output of about 115 million ingot tons 
or the year, the same as 1956, but less than the 
ll time record of 117 million tons in 1955. On the 
basis Of 115 million tons output from a capacity 
Mf 133.4 million tons, this would indicate an oper- 
iting rate for the year of 87.5% compared with 
0° in 1956. 

‘he picture improves with more careful analysis. 

‘mally the automotive industry is steels’ biggest 
most profitable customer. It has called for 19% 
ital shipments of finished steel during the last 

years, and in 1955 it took over 23%. But 1957 

rders from Detroit have not reached the 10 year 
average. Inventory reduction has been carried on 

EPTEMBER 
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for month after 
month since the start 
of the year and in- 
stead of normal 
stocks of 45 days 
steel supply, a 
shorter period was 
deemed sufficient. 
There has been gen- 
eral reliance upon 
letting the mills play 
the role of ware- 
housemen, a policy 
that wins no ap- 
plause from the pro- 
ducers. Such orders 
that have been given 
recently emphasize 
speedy delivery — as 
someone said, today’s 
order was expected to be shipped yesterday. This 
is good indication that inventories are close to 
scraping bottom. 

There is general belief that the auto makers will 
begin to place their long deferred heavy orders for 
steel just as soon as the 1958 cars start to roll off 
the assembly line. It is being thoroughly publicized 
that the Big Three have made extensive model 
changes and are preparing to spend fortunes in 
competitive advertising and selling. Coupled with 
orders from the car manufacturers should be orders 
from the makers of auto parts for special steels. 

This is not to imply that the steel industry will 
be dependent for its prosperity in the fourth quar- 
ter solely on expectation of big orders from De- 
troit. But such orders would be truly welcome, es- 
pecially to those companies that have poured scores 
of millions into modernizing and building new fa- 
cilities for making the lighter steels, or as some 
have put it, the tailor made steels, as distinguished 
from the old heavy or structural type. For some 
steel producers, it may be a case of all dressed up 
and no place to go, however, if volume of orders 
from Detroit continues to disappoint. 


Appraising 1957 Steel Performance 


Comparison with steel activity in 1956 may be 
misleading unless the whole background is put in 
proper perspective. Last year saw heavy buying 
in the first half of the year to build up inventories 
as a hedge against anticipated shortages resulting 
from the steel strike, which was to cost the indus- 
try about 11 million tons in lost output. This caused 
the operating rate to be higher than was justified 
by actual consumption of steel, the excess produc- 
tion going into inventories which apparently in the 
end were a good deal larger than estimated by the 
trade. In the January-June period of 1957, there 
was no such urge to stock up steel. Under the 
terms of the 1956 wage contract, there would be 
no work stoppage such as had occurred in that 
year. While it was quite generally known that a 
hike in steel prices would follow the automatic 
wage increase of July 1, anticipation of this failed 
almost utterly to start any surge of buying by steel 
consumers to get under the wire before the new 
prices were set. It may be there was general confi- 
dence that the higher prices could be passed along 
to the finai consumer (Please turn to page 802) 
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GM’s Opel Ol . 
in substantial oe Rekord, Now hej i | 
alee: rol Wantities in eal ing IMported 4 
and for small for &Nition of the 
: relgn-made 
Look to 1958 Models 


By GEORGE L. MERTON 


Recvenund stability was achieved in the aut 
industry in the first half of this year, following th 
sharp dip in profits and production during 1956 
This improvement permitted two members of the 
Big Three-Ford and Chrysler—to show excellent 
gains in sales and profits, largely at the expense o! 
the third member, General Motors. 

But renewal of intensive competition, such a: 
resulted in overproduction in 1955, appears to be 
shaping up in the second half. If this situation gets 
out of hand, it will undermine the newly-achieve 
stability, and result in narrower profit margins pe! 
unit sold for the industry as a whole, during the 
rest of 1957 as well as in 1958. For intensive com: 
petition will force cost absorption, and _ possibl 
Ford’s Edsel. the newest car on America’s high- other troubles. 
ways. The Edsel represents Ford’s first attempt to Softening in some other lines of business als 
break GM’s hold on the medium-priced car market. represent a distinct threat to the leading auto pro 
ducers. The industry would encounter a decline i 
its sales during a period when capital investmen' 
programs were being reduced, and unemployment 
was rising. At the moment, capital goods invest: 
ment by industry is easing. Unless this trend is 
halted quickly, the auto industry will find it diff 
cult in 1958 to make and sell the 6 million car 
which it is shooting for this year. 

For the next few years, until family formation 
rise again in the 1960’s, it is likely that the indus 
try’s annual market, including exports, will rangé 
between 5.5 million and 6.2 million cars, and from 
1 million to 1.2 million trucks. This would mea! 
a much narrower range than that shown in thé 
five year period which ended in 1955. During tha 
period, production ran as high as 7.94 million units 

«Chrysler's entry in the and sales as high as 7.2 million units. 
The Imperial--( = The rising tempo of competition has been sig 
naled in recent months by heavier than expectel 





ld. 






high-priced luxury car fie 
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' car output in June, July and August. Following the during the last year, as well as because of higher 
shutdown for the annual model changeover, in Sep- prices for steel, tires, tools and dies, etc. But the 
' tember and October, introduction of the 1958 model expected rise in list prices may not be enough, dur- 
' cars is expected to touch off a production race be- ing a competitive era, to compensate the manufac- 
| tween the major producers in the fourth quarter. turers for the rises in costs. 





















































Each leading producer will be struggling to cap- The highly competitive situation among members 
| ture a larger share of the market. of the Big Three may serve to stimulate output 
somewhat—if the market is there to absorb all of 
| Hot Competition in 1958 the cars that the makers would like to produce. 

With dealer relations improved as a result of fac- 
he next calendar year promises to be one of the tory concessions, more vigorous sales tactics are 
most competitive in the auto industry, as General again being pursued by the factories. Dealers are 

Motors throws all of its resources into the effort being offered incentives for higher volume on a 

to get back at least a part of the market which it scale not attempted last year. 

dropped to Chrysler and Ford this year, and as The upturn in output in the last three months 

Fo d seeks to establish its Edsel line of cars. Hence, compared with 1956 figures was not apparently 

, in\estors may well ask whether any minor gain in’ warranted by any new strength in the retail mar- 
vo. ame which the individual producers score will not ket, as reflected in new car registrations. The pro- 
be offset by the absorption of increased costs of la- duction gains have been accounted for by competi- 
bor, materials and distribution. Recent profits of tion for leadership. Also, in the same period of 
the industry as a whole may represent a ceiling 1956, dealer inventories were cut too sharply, and 
for the next year or two, as a result car shortages were experienced which 

ligher list prices for the 1958 model cars are’ resulted in some lost sales during the changeover 
virtually assured, because of the steady rise of la- period of September, October and November, Com- 
 ¢ bor costs under escalation clauses of labor contracts petition in all car price classes is apparently induc- 

. _ 
| ! 

: Position of Leading Automobile and Truck Manufacturers 

>) = aoe be 

-Ist 6 Months —————————— Full Year : — _ 
Net Sales Net Profit Margin Dividend Per Share 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recen' Div. 
, (Millions)- > * %, 1956 © -1957_—«1955 1956 1956 1957 1956-57 Price ‘Yield 
aut ‘ _ 

. 

= he | AMERICAN MOTORS $319.8! $288.4! (2.14% 2.2% "$1.39! 9$1.14! "$1.23 "$3.48 8%- 5's 7 

1956 | W.C. (mil.) ‘55—$52.4; ‘56—$54.6 

f the 

sfient | 

ell N'Y || CHRYSLER 1428.7 2,061.0 1.2 43 2.14 10.29 11.49 2.29 $3.00 $4.00 6&7 -60 74 5.4% 

Se Of ]| .w.c. (mil.) ‘55—$305.3; ‘56—$208.2 
| hd 

‘h a |} piamonp T 25.7 233 4.0 1.6 2.44 93 66 437 1.00 1.00 25%-17% 23 4.3 

to be W.C. (mil.) ‘55—$10.2; ‘56—$12.2 

| gets —_— - 

level} || FORD MOTOR CO. 2,364.5 3,009.5 5.5 5.6 2.44 3.15 8.17 438 240 240 70 -5I% 53 4.5 

S pelh |] W.-C. (mil.) 55—$525.4; '56—$284.0 

gy the perenne 

com. FREUHAUF TRAILER 153.5 120.8 3.4 1.8 86 32 «41.78 94 1.402 1.402 38%-15% 15% 9.3 

ssibly W.C. (mil.) ‘55—$54.2; ‘56—$95.9 

; alsil |) GENERAL MOTORS 5,868.6 5,914.4 8.5 8.1 180 171 426 3.01 2.00 2.00 4914-382 41 48 

) pro! W.C. (mil.) ‘55—$2,058.2; ‘56—$1,745.9 

ne in ———_____—_—__— 

tment INT. HARVESTER 609.3 553.1 4.0 3.5 1.56 1.20 3.60 3.16 2.00 2.00 4158-33 33 6.0 

7ment W.C. (mil.) ‘55—$399.3; ‘56—$425.1 

nvest} ————— . 

nd 18 MACK TRUCKS 1266 1403 4.5 4.6 229 255 #336 64475 ' 1.80 3234-1954 27 6.6 

| diff W.C. (mil.) ‘55—$47.7; ‘56—$77.6 

. car — —$$_—__-— ——$ $$ — 

STUDE.-PACKARD 181.6 105.0°195 964 45.51 “1.06 "461 6.73 10%- 5’ 5M 

1atiol W.C. (mil.) ‘55—$54.7; ‘56—$54.6 

indus —— — $$$ —— —_ 

rangy TWIN COACH 12.3 13.4 Zz 3.5 04 79 4 09 91.75 1418- 7 72 

fron W.C. (mil.) ‘55—$6.3; ‘56—$5.8 

meal —_— — —— _ 

n thé || wxite motor 112.5 1098 3.1 3.0 3.51 3.27 5.90 7.05 2.85 3.00 535-364 45 66 | 

x tha W.C. (mil.) ‘55—$62.2; ‘56—$68.3 

units —_ $$ $$ $$ _ i 

: (W.C.)—Working capital. 1—9 months ended June 30. 3—Paid 5% stock. 

n “1g 4_Deficit. 2—Plus stock. 
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ing car makers to maintain relatively high inven- 
tories this Summer and Fall, whereas a year ago, 
a thorough and healthy clean-up of 1956 models 
preceded the introduction of 1957 model cars. To 
the extent that 1957 models are carried over into 
the 1958 model season, the auto makers will have 
to offer compensatory bonuses to dealers, under 
franchises now in force in the industry. Such bo- 
nuses will represent a charge against factory earn- 
ings in the fourth quarter, but the producers appar- 
ently are willing to incur these costs, because of 
their eagerness to maintain or increase their share 
of the market. 


The Competitive Background 


Intensified competition in the industry has been 
caused by a series of factors. Ford and Chevrolet 
are engaged in a neck-and-neck battle for leader- 
ship in the low 


If General Motors were to score a gain of 2 or 
3 points in its share of the market in 1958, at the 
expense of Chrysler, and if Ford were to gain an- 
other point or two, or hold steady, as a result of 
strength in the Ford and Edsel lines, Chrysler could 
wind up 1958 with only 17 or 18 per cent of the 
market. But such a ratio would still represent a 
gain over Chrysler’s 15.4 per cent share in 1956, 
and would be far better than the 12 per cent ratio 
shown in 1954. 

Ever since 1954, in years of major model changes, 
Chrysler’s share of the market has steadily climbed. 
In the alternate face-lifting years, Chrysler’s ratio 


has dipped, but the decline has halted at points} 


which represent an ascending line. 


Problems of the Industry 


The auto industry, is facing even more imposing | 


external pro)- 











priced class. But 
meanwhile Plym- 
outh, Chrysler’s 
low priced entry 
has been able to 
register impor- 


Company 


General Motors 


tant gains both Ford 

in units and in Chrysler 

its share of the American Motors 
market. As if Studebacker-Packard 
this three-cor- Total 


nered contest 


ESTIMATED OUTPUT OF PASSENGER CARS—FIRST EIGHT MONTHS 








was not enough, 
Ford’s new medi- 
um-priced entry, 
the Edsel, is be- 
ing launched in a 
field which is 


Passenger Cars 
Trucks 
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=4 lems than those 

which origina‘e 

from intra-indus- 

Number of Cars try competition. 

1957 1956 Here are some of 

2,006,000 2,193,000 the more impor- 

1,340,000 1,090,000 tant of those 
935,000 595,000 problems: 

63,000 67,500 Labor: Alreacy 

46,000 67,000 the Big Three of 

4,390,000 4,012,500 the industry his 

been placed on 

notice that it 

faces the largest 

1957 est. 1956 demands ever 

4,200,000 4,327,000 made by United 

710,000 747,000 Auto Workers, 

when the present 








likely to see the ; 
toughest struggle in many years. For in this field, 
Chrysler’s cars—Dodge, DeSoto and Chrysler—have 
been able to score impressive gains at the expense 
of General Motors’ Buick, Oldsmobile and Pontiac 
cars. In the 1958 model year, General Motors will 
be striving to stage a comeback, not only with its 
newly styled Chevrolet, but with a brand new Pon- 
tiac and with drastically face-lifted Buick and Olds- 
mobile models. 

General Motors’ share of the entire car market 
in recent months has been reduced from the 52 to 
53 per cent ratio achieved last year, to around 45 
percent this year. Approximately one-half of this 
loss has been accounted for by Chrysler’s gain to 
over 20 per cent of the market, from around 16 per 
cent last year. But Ford too, has scored excellent 
progress, with a rise of nearly 4 points in its share 
of the market to over 30 per cent. 

Since General Motors will have a brand-new Chev- 
rolet and Pontiac to offer in their high volume fields 
for 1958, investors may well expect GM’s share of 
the market to show some recovery in 1958. But 
the excellent reception accorded Chrysler’s 1957 
models, coupled with the large sums spent by Ford 
for face-lifting its lowest price line, and the intro- 
duction of the Edsel, may mean that GM’s share 
of the market next year will remain somewhat be- 
low 50 per cent although above the company’s 1957 
ratio. Such a ratio, however, in a 6 million car year, 
would assure GM a good gain in earnings, if cost 
absorption does not become too important a factor. 
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three year con- 
tracts expire next June. Unless the industry can 
achieve a united front against Mr. Reuther—and it 
has never been able to do so until now—it appears 
that the UAW may win important gains. Mr. Reu- 
ther has indicated that he will seek a four day 
week, but would presumably be satisfied with a re- 
duction of one or two hours a week over the term 
of a three year contract plus a substantial wage 
rise. Even a reduction of only one hour a week in 
the basic week means a rise of over 3%, per cent 
in wage costs assuming that the industry continues 
to work a 40 hour 5 day week, owing to the im- 
pact of premium pay at time and one half. The 
total “package” may add up to 20-25 cents. Hence, 
it is likely that General Motors would be willing 
to contest Mr. Reuther’s demands and accept a 
strike in an effort to head off further inflation. But 
Mr. Reuther’s strategy in recent years has been to 
by-pass GM and concentrate his attack on Ford. 
Unless new solidarity is achieved by the industry, 
Mr. Reuther will be tempted to try the same meth- 
ods again. A master propagandist, Mr. Reuther has 
offered to “reduce” his demands if the industry cuts 
prices and profits, but General Motors, Chrysler 
and Ford have rejected his proposal. : 
Share of Consumers’ Disposable Income: Cars still 
rank high on the list of items on which heavy con- 
sumer spending is planned. But recent studies in- 
dicate that consumer intentions to buy cars have 
weakened somewhat. In part, this reflects confusion 
over styling trends during the 1957 model season. 
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' But also, other items including education and serv- 


ices are competing more strongly with new cars 


' for the consumer’s dollar.. Spending for recreation 


has risen sharply, and while this usually means 
increased use of automobiles, purchases of new cars 
can be postponed, as has been demonstrated in the 
past. 

. Tight Money and Installment Financing: In recent 
months, efforts of auto dealers to boost car sales 
has been reflected in a gradual rise in the term 
of payments. An increased proportion of cars are 
now being sold on a 36 months term, whereas dur- 
ing 1956, an effort was made to reduce the term 
to 30 or 32 months, or less. Recognizing the sales 
problems of the auto industry and the importance 
of the industry to the economy, Government and 
banking authorities have not criticized this trend 
this year, although seekers of loans generally have 
been facing a tight money market. It is clear that 
when cars are sold on a three year payment basis, 
the buyer is taken out of the new car market for 
approximately that length of time. This means 
that there is a proportionate reduction in the num- 
ber of new car buyers in subsequent years, under 
long term financing. In 1958, buyers who bought 
cars in 1955 under three year contracts will be com- 
pleting payments, however, and this should aid the 
market situation. 

Car Design: There is some question whether the 
auto industry is as yet prepared to market enough 
economy-type cars to meet the public’s demand. It 
is more than adequately provided with performance- 
type high horsepower cars. This situation has been 
reflected in the sharp gains that have been scored 
this year by European-made bantam-size “‘economy” 
cars, as well as by American Motors Rambler and 
the Studebaker Scotsman. General Motors and Ford 
are attempting to meet this situation by importing 
cars made in their European factories. If the pub- 
lic, however, continues to show interest in cars that 
cost less and consume less gasoline, Detroit car 
designers and engineers will have to take this factor 
into consideration when planning American-made 
cars of the future. For 1958, it is likely that in- 
creased sales emphasis will be placed on economy- 
type six cylinder engines by Plymouth, Ford and 
Chevrolet, which have not featured such engines 
during the swing to V-8 power. 

Another problem in design is the question of 
whether the public favors Chrysler-type fenders 
with fins, or fenders with sculptured effects, such 
as Chevrolet, Pontiac, Edsel and Ford will feature 
in 1958. 

The public’s 
response is us- 
ually better 
when the in- 
dustry shows a 
fairly uniform 
trend in styl- 
ing, because 
then there is 
less confusion 
and uncer- 
tainty. 

These are 
problems 
which can be 
solved—in time. 
The basic fac- 
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tors which give 
the industry 
strength re- 
main in the 
picture—a high 
birth rate, 
steady rises in 
consumer in- 
comes, the 
movement of 
population to 
the suburbs, 
and the vast 
highway pro- 
gram. It will 
take time, how- 
ever, before 
the latter fac- 
tors are operating at maximum strength. For ex- 
ample, the high birth rate results only much later 
in an increased demand for cars and trucks. The 
big impetus towards new car purchases will not 
be felt until the postwar generation begins to get 
married and build new homes. This should occur 
during the 1960s. Already, however, the increased 
teen-age population is giving rise to a better de- 
mand for low priced used cars, which are available 
at prices which teenagers can afford to pay. To 
some extent, also, strength in the used car market 
represents resistance among adults to the prices 
quoted on new automobiles. 





Buyer Preferences 


One of the most encouraging developments of 
1957 has been the tendency of car buyers to pur- 
chase more optional equipment, including automatie 
transmissions, power steering, power brakes, and 
air conditioning. In many cases, car buyers who 
formerly purchased cars in the medium priced class 
have dropped back to the lowest price class, so that 
they can buy more optional equipment. Since profit 
margins on optional equipment is larger than on 
the basic car, the trend towards fully equipped cars 
has meant better profit margins for the car makers 
per unit sold. 

The trend towards fully equipped cars shows 
clearly that there are two classes of car buyers in 
this country. The first class includes those who want 
deluxe type well-equipped high performance cars. 

The second class includes those who are more in- 
terested in a low investment and in good gasoline 
economy than they are in performance and auto- 
matic features. Thus far, the number of those in- 
terested primarily in economy, as ceflected in sales 
of European cars, is much smaller than those who 
want high performance. The ratio of European cars, 
however, has risen this year to nearly 3 per cent 
of the total market. With General Motors import- 
ing 10,000 British-made Vauxhalls and 10,000 Ger- 
man-made Opels, and with a general rise in imports 
of other foreign made cars next year, the ratio of 
such foreign units may rise to over 4 per cent. 
But this is still a small share of the total market, 
and in this share, General Motors, Ford, American 
Motors and Studebaker-Packard may have a larger 
participation in the future. Chrysler has not made 
known its plans, but is believed to be either nego- 
tiating for importing a European-made car, or is 
rushing plans for (Please turn to page 804) 
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Can 


RUBBER COMPANIES 


Sustain Their Profits? 


By OLIVER NORTON 


The tire and rubber industry is rounding out 
a fairly good year, and is hoping for a gain in vol- 
ume and profits in 1958. But much will depend on 
the general economic health of the nation. While 
the tire producers have shown unusual stability for 
an industry that was once subject to deep reces- 
sions, they are not likely to be able to sustain their 
earnings during any future period in which em- 
ployment is lower and consumer incomes are con- 
tracting. 

During the last two years, the tire and rubber 
producers have demonstrated that they could with- 
stand a sharp decline in sales of original equipment 
tires for new automobiles. This showing has been 
made possible by high sales of replacement tires, 
by diversification in chemicals and industrial equip- 
ment, and by the establishment of factories in rap- 
idly growing overseas tire markets. 

But the replacement market would not make as 
good a showing in a year of general recession as 
it has made during 1957. Car owners would drive 
less, some would postpone replacement of worn out 
tires, or would recap old tires instead of buying 
new ones. The market for belting and other indus- 
trial equipment would recede, and even the over- 
seas market’s prosperity might be upset by an end 
of the boom in this country. 

The industry’s performance this year, indicates 


778 









that the tire industry has growth potentials that 
should result in increased sales and earnings over 
the next ten years although there may be tempo- 
rary setbacks in this period. As long as the num- | 
ber of vehicles on the road continues to rise, and 
as long as cars and trucks remain essential in trans- 
portation, the rubber industry should continue + 
grow. 


) 


Strength in Synthetic Rubber 


Tires still account for between 50 and 60 per 
cent of the sales of leading tire and rubber com- 
panies. But increased diversification has made the 
industry less dependent on tire sales than was the 
case in former years. 

Furthermore, the development of synthetic rub- 
ber has made the industry increasingly self-sufli- 
cient with regard to its principal raw material. 
Formerly, the possibility of shortages of natural 
rubber made it necessary for the tire producers to 
carry large inventories of that commodity. The wide 
swings in prices of natural rubber frequently re- 
sulted in heavy inventory losses to the tire pro- 
ducers, and in addition, contributed to unstable 
tire prices. 

Purchase by the tire companies of a large part 
of the Government’s synthetic rubber plants bui't 
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during World War II has given the tire industry 
a high degree of integration, as well as additional 





§ profits. Although natural rubber prices declined 









































nearly 50 per cent last year, earnings of the tire 
companies were not importantly affected. This year, 


| crude rubber prices have been stable. 


Replacement Demand 





The replacement market for tires has been one 
of the strongest features of the rubber business 
this year. It has accounted for over 50 per cent 
of total tires sales. Following in the wake of high 
auto and truck production during the last two years 
—a record breaking 14 million cars were made in 
1955 and 1956—auto owners have been buying more 
tires for replacement. The number of autos on the 


‘road has risen from 35.7 million in 1950 to 51.5 
' milion this year, and is expected to rise to 70 mil- 


‘lion by 1965—if the trend of recent years is con- 
> tinued. Including trucks, the number of vehicles 
"in use has been rising at the rate of over 2 million 


a year, and population trends indicate that this 
rate of growth should be maintained. 

keplacement tire sales this year are expected to 
rea‘h the record-breaking total of 56 million units, 
compared with 53 million last year. By 1965 re- 
placement tire sales may rise to 70 million a year. 
Sales of such tires this year have been running 14 
per cent ahead of last year. 

Original equipment sales this year have not come 


up to early expectations of a gain of 10 percent. 


But since production of new cars and trucks this 


year should be fully equal to the 6.9 million units 


produced last year, and may go beyond that total 


' by 200,000 units if the fourth quarter is a good 
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one, it appears that original equipment sales should 
make a good showing compared with 1956. In the 
first five months, original equipment sales totaled 
14,898,969 casings, against 14,039,835 a year ago. 
Hence it appears that total sales of tires this 
year should amount to between 108 and 110 mil- 
lion units, which would represent a gain of 3 to 5 


million units compared with 1956. 

One of the reasons why replacement tire sales 
have been showing steady gains is the increased 
average speed of cars on highways. With more ex- 
tensive use of superhighways, average speeds may 
show a further rise. At a speed of 60 or 70 miles 
an hour, tires wear out far more rapidly than when 
a car is driven at 35 or 40 miles an hour. 





Appraisal of Tire and Rubber Companies 


Financial reports of individual tire companies 
have, varied somewhat depending on their product 
mix, as well as on the prosperity enjoyed this year 
by their principal customers. 

Goodyear, which is virtually the exclusive sup- 
plier of Chrysler, has benefited by the unusually 
good year which the 1957 model Chrysler cars have 
enjoyed. Goodyear also has a share of Ford’s busi- 
ness which has been excellent. In the first six 
months of this year, Goodyear’s sales set a record 
of $721 million. This was a gain of 5.5 per cent 
over sales of $683 million during the same period 
of last year. On this sales gain, net profit rose 17 
per cent to a new record of $35,943,585, indicating 
that Goodyear’s margins have not been impaired 
by cost absorption. Net profit for the first half was 
equal to $3.47 a share, against $3.02 a share in the 
same period of last year. 

Goodyear, like other Big Four tire companies, 
has been deriving very substantial revenues from 
foreign subsidiaries. In the first half, profit of for- 
eign subsidiaries amounted to $7.8 million, after 
a-reserve of $430,000. This was down slightly from 
the $8.3 million profits of foreign subsidiaries shown 
for the first half of 1956. 

Since Goodyear’s gains have resulted in large 
part from Chrysler’s exceptionally good year, any 
change in Chrysler’s status resulting from the in- 
troduction of the 1958 model cars will affect Good- 
year. In the first half, Chrysler’s output was up 
nearly 50 per cent compared with the same period 
of 1956. With the (Please turn to page 805) 



























































Statistical Position of Leading Tire & Rubber Companies 
Ist 6 Months Full Year 
Net Sales Net Profit Margin Dividend Per Share 

1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Div. 

—(Millions}—— % % 1956 1957 1955 1956 1956 1957 1956-1957 Price = Yield 
DAYTON RUBBER $34.3 $373 3.1% 24% $1.49 $ 96 $2.86 $2.79 $1.40! $1.40 2334-16% 19 7.3% 
W.C. (mil.) ‘55—$16.2; ‘56—$17.2 
FIRESTONE TIRE & RUB. 532.0 550.4 5.1 5.1 3.33 3.44 6.82 7.43 2.60 2.85 1011-68 93 3.0 
W.C. (mil.) ‘55—$308.1; ‘56—$321.2 
GEN. TIRE & RUB. 177.7. 205.9 2.2 2.8 2.41 3.36 7.67 6.91 2.00 2.00! 9812-47% 75 2.46 
W.C. (mil.) ‘55—$52.4; ‘56—$68.9 
GOODRICH, B. F. 364.3 366.0 59 5.3 2.41 2.21 5.26 4.90 2.20 2.20 894-6554 66 3.3 
W.C. (mil.) ‘55—$241.1; ‘56—$245.1 
GOODYEAR TIRE & RUB. 683.0 721.0 4.4 49 3.02 3.47 5.90 6.03 2.40! 2.40 95%-60 84 2.8 
W.C. (mil.) ‘55—$460.5; ‘56—$451.3 
LEE RUBBER & TIRE 21.4 217 3.4 3.2 86 84 2.06 1.90 1.20 1.20 2434-185 19 63 
W.C. (mil.) ‘55—$18.1; ‘56—$18.8 
SIEBERLING RUBBER 24.0 23.2 18 2.1 85 96 2.35 2.05 .60! 60! 215-12% 13 46 
W.C. (mil.) ‘55—$10.3; ‘56—$10.5 
U. S. RUBBER ... 464.0 451.2 4.0 3.2 2.97 2.14 5.24 4.83 2.00! 2.00 60%-395 3934 5.0 : 
W.C. (mil.) ‘55—$259.7; ‘56—$285.7 

)}| (W.C.)—Working capital. 1—Plus stock. 
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Earnings Prospects Vary for | 


AUTO PARTS MAKERS 


By HAROLD M. EDELSTEIN 


Despite disappointment in the auto industry’s 
failure to score the sales gains predicted for this 
year, the makers of parts and accessories have fared 
pretty well. The best gains so far have been made 
by the companies supplying original equipment to 
Chrysler and Ford (the two companies that have 
carved the greatest slice out of General Motors’ share 
of the new car market) and by those whose earnings 
were particularly depressed compared with the first 
half of 1956. 

Good earnings gains were scored by a number of 
truck part manufacturers, reflecting a satisfactory 
level of unit sales as compared with last year and 
increased revenues resulting from higher prices 
charged for intricate parts for the larger, more elab- 
oate trucks now in vogue. Replacement parts pro- 
ducers, too, have had a satisfactory year. There are 
now over 65 million cars, trucks and buses on the 
nation’s roads wearing out parts at a prodigious 
rate, and the demand should increase further as the 
bumper crop of post-Korean War cars approach 
middle age. 

As is usual in the industry, third quarter sales and 
earnings will dip considerably as the car makers cut 
back production of old models and swing over to the 
new model cars, but whether overall results for the 
full year exceed last year’s or remain about the same 
will depend on the new car sales picture as it unfolds 
in the late fall and early winter months. 

For 1958, also, sales and earnings will depend to 
a large extent on the new car purchases — but the 
extensive diversification now general in the industry 
will tie individual company results more closely to 
other industrial activities and to the levels and direc- 
tions of defense spending. 

Most members of the industry have been actively 
diversifying their operations for a number of years 
now as a means of reducing their dependence on the 
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volatile sales pattern of the car makers, and as a 
defense against the pronounced movement of the 
major car producers toward integrating parts pro- 
duction into their own operations. 


Diversification Trend Unabated 


Understandably a good deal of this broadening of 
product lines has been into the lucrative defense| 
production field with aircraft, missile and electronics 
production claiming the largest share of the indus- 
try’s attention. But other fields have not been ignored. 

Borg-Warner is active in the chemical field and 
through its Byron Jackson Division is an important 
supplier of oilfield equipment and services; Sheller| 
Manufacturing has expanded recently into polyure- 
thane production; and Houdaille Industries, through 
numerous recent acquisitions has become an impor- 
tant producer of specialized machine tools, and a 
major supplier of concrete products through acquisi- | 
tions of sizeable stone quarry, gravel and sand pit| 
properties. 

As a slight reversal of form in the industry it is 
worthy of note that in June, 1957, Bohn Aluminum &| 
Brass divested itself of its 67% interest in Reo| 
Motors and sold the 137,480 shares of Diamond TI 
stock it had held for a number of years. 


Heavy Reliance on Defense Production 


But on balance, military production dominated 
most companies non-automotive operations, and in 
the near future, diversification policies will have to 
stand or fall on commitments already made in these 
fields. For this reason, recent defense program econ- 
omies and the strategic policy shift swinging the 
major defense emphasis from aircraft to missiles 
may have a profound effect on the 1958 operations 
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Statistical Data on Leading Automobile Parts and Accessories Companies 
5 — ——— a —EEE — - — 
: Ist 6 Months —— $$ ———_ —Full Year- -- 
Net Sales Net Profit Margin Net Per Share Earned Per Share _— Dividend Per Share Div. 
9 
1956 1957 1956 1957 Indicated Price Range Recent Yield 
——(Millions)—— % » 4 1956 1957 1955 1956 1956 1957 1956-1957 Price 4 
A “ BENDIX AVIATION $437.3! $541.11 3.5% 3.7% $3.21! $3.97! $5.66 $5.04 $2.40° $2.40 6634-50’ 50% 4.8% 
Kn. W.C. (mil.) ‘55—5111.0; ‘56—$112.5 
BOHN ALUMINUM & BRASS 29.1 22.7 3.0 3.0 1.63 1.29 4.17 1.80 2.00 1.00 2934-17 18 5.5 
W.C. (mil.) ‘55—$12.6; ‘56—$10.6 
BORG-WARNER 309.7 321.6 $5 5.2 1.92 1.90 5.17 4.01 2.30 2.40 507s-38's 38'4 6.3 
W.C. (mil.) ‘55—$145.6; ‘56—$182.4 
BUDD CO. 159.8 170.5 4.1 3.1 1.45 1.16 3.34 1.97 1.40 1.40 2134-17'8 17'2 8.0 
W.C. (mil.) ‘55—$54.3; ‘56—$66.2 
CLEVITE CORP. 36.5 39.6 4.2 7.0 79 1.48 2.54 2.06 1.05 1.25 252-18 22 «+56 
W.C. (mil.) ‘55—$31.6; ‘56—$30.6 
DANA CORP. 181.8- 153.4° 7.4" 7.02 5.35- 4.22- 6.01 6.83 3.00 3.00 61 -47'2 Ss 867 
W.C. (mil.) ‘55—$36.4; ‘56—$32.5 
EATON MFG. 122.2 121.5 6.1 5.4 4.06 3.58 7.42 7.06 3.50 3.00 66 -51'2 54 5.5 
W.C. (mil.) ‘55--$29.0; ‘56—$31.1 
as a — esi = 
the ELECTRIC AUTO-LITE 117.9 151.8 2.0 4.2 1.51 4.00 6.31 1.47 2.00 2.00 4138-30'4 36 «65.5 
pro- W.C. (mil.) ‘55—$74.5; ‘56—$65.6 
ELECTRIC STORAGE BATTERY 44.6 490 3.6 3.3 1.47 1.39 2.32 3.20 2.00" 2.00 3614-2558 30 66 
W.C. (mil.) ‘55—$31.5; ‘56—$31.8 
lg if | —— SS ——- —— — — 
€NS€| || HOUDAILLE INDUSTRIES 36.5 41.5 35 42 85 1.25 1.81 2.02 1.00° 1.00 2334-1258 19 5.2 
ynics W.C. (mil.) ‘55—$17.5; ‘56—$20.8 
\dus- | vias : _——— : _ 
ored. 
and KELSEY-HAYES CO. 119.0 152.0 4.2 3.8 3.72- 4.37- 6.06 5.28 2.40 2.40 4934-30 - 40 6.0 
7 } W.C. (mil.) ‘55—$24.9; ‘56—$23.9 — 
‘tant | 
eller| | == ERR a ae OPER 
rure-| (W.C.)—Working capital. 1—9 months ended June 30. '—Plus stock. 
ough *—9 months ended May 31. 
1por- a Lick’ 5 a 
nd a Bendix Aviation: Widely diversified in aviation, electronics and other fields. Dana Corp.: Reduced production of some customers dropped sales and 
uisi- Full year earnings should improve to about $5.75 per share. Dividend earnings in first half. A decline to below $6.00 per share expected for the 
" . t | increases have been frequent as earnings have climbed. Bl year, but 75¢ quarterly dividend should be undisturbed. B3 
: pl Rake Miiictenis BBs: Bitosed sevsiens Seem ater Maes. tes oltect Eaton Mfg.: Position is basically strong, but recent softness in some lines 
| higher auto parts revenues. Lower results probable for this year, but non- has resulted in curtailed operations for some divisions. A 5 week strike 
it is recurring profit from sale of assets should protect dividend. C3 earlier in the year lowered earnings and full year results should fall short 
l «I of last year’s. Regular payments expected but extras in doubt. B3 
im &/ Borg-Warner: Strong finances and sound diversification offer excellent A Lite: : 
R : long-term appeal. Softness in some lines holding back profit growth cur- a Samaios yw oy pocctisie mn soar from last year's depressed 
e0 rently, but 1957 earnings should top 1956. No change likely in 40¢ i ; 
nd ys quarterly dividend. B2 panto Storage vr _e 2 downtrend has been halted by plant 
| modernization and internal reorganization. Proposed merger with Ray-O- 
Budd Co.: Most revenues derived from auto parts got. but some diversifi- Vac Co., will increase sales about 50%. $2.00 dividend is secure. C1 ‘ 
cati i il i t d atomi . De hi ts b hed . . F . p . 
St Ee eT ace SSS idan wii'ts— Howdaile nduais: Extensive recent diversification has eltered compony 
wall coaianadl. C2 nsiderably. Success in new lines should raise earnings to the $3.00 
— = ey pave — for addition stock payments plus the regular 
Clevite Corp.: Automotive sales are well balanced between original and se 
vated replacement parts business. Year to year comparisons have been favorable Kelsey-Hayes Co.: Better results this year from aircraft parts sales, but 
d : so far, and full year results should be well ahead of 1956. Regular 25¢ procurement changes cloud future. Earnings over $6.00 assure regular 60¢ 
n payments should be continued plus good year end extra. B2 quarterly payment. BI 
ve to 
these i ae Gor 
RATINGS: (A)—Best Grade. 1—Improved earnings trend. 
2con- (B)—Good Grade. 2—Sustained earnings trend. 
- the } ay oer 3—Lower earnings trend. 
Ei —Unattractive. 
ssiles 
tions 
| RE A — — ~ 


REET 


SEPTEMBER 





14, 


781 























Statistical Data on Leading Automobile Parts and Accessories Companies—( Continued ) 





Ist 6 Months 








Full Year- 



































Net Sales Net Profit Margin Dividend Per Share 
1956 1957 =: 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Div. 

——Millions) % % 1956 1957 1955 1956 1956 1957 —- 1956-1957 Price = Yield 
KING-SEELEY $31.11 $27.71 44% 3.0% $2.96! $1.79! $4.76 $3.78 $2.50 $2.50 40%-29 30 8.3% 
W.C. (mil.) ‘55—$10.5; ‘56—$10.4 
LIBBEY-OWENS-FORD GLASS 135.2 118.3 (11.1 12.1 2.90 2.74 6.93 5.59 3.60 3.60 98 -6834 76 4.7 
W.C. (mil.) ‘55—$31.9; ‘56—$42.9 
MIDLAND STEEL PRODUCTS 36.0 448 4.46 5.4 2.62 4.26 7.52 4.20 3.00 3.00 53 -38 45 6.6 
W.C. (mil.) ‘55—$21.1; ‘56—$20.2 
MOTOR WHEEL 35.2 365 29 2.3 1.23 1.01 3.54 1.70 1.80 1.60 32%4-19%2 19'2 8.2 
W.C. (mil.) ‘55—$15.7; ‘56—$17.1 
NATIONAL AUTOMOTIVE FIBRES 26.6 a7 * 3 32 d .04 81 1.97 411.66 PB 1614-11 12 
W.C. (mil.) ‘55—$14.1; ‘56—$13.4 
ROCKWELL SPRING & AXLE 136.6 145.5 5.1 5.9 1.52 1.81 3.79 2.51 2.00° 1.50° 37%4-25% 27 5.5 
W.C. (mil.) ‘55—$59.7; ‘56—$47.3 
SMITH (A. O.) Corp. 181.0- 193.92 2.7- 3.4- 5.01- 6.61- 6.01 7.10 2.80 2.80 8958-50'2 74 3.7 
W.C. (mil.) ‘55—$63.5; ‘56—$66.1 
STEWART-WARNER 57.8 60.9 5.5 55 2.23 2.23 4.27 4.41 2.00° 2.00 4158-30% 35 5.7 
W.C. (mil.) ‘55—$29.8; ‘56—$33.1 
THOMPSON PRODUCTS 142.9 196.0 3.4 4.2 1.72 2.96 4.03 4.60 1.40 1.40 8934-4832 65 2.1 
W.C. (mil.) ‘55—$49.6; ‘56—$35.9 
TIMKEN ROLLER BEARING 113.9 115.3 11.3 11.1 2.68! 2.42 4.57 4.50 2.00 2.50 5334-31’ 41 6.0 
W.C. (mil.) ‘55—$60.4; ‘56—$67.7 
YOUNG (L. A.) SPRING & WIRE n.a. na. na. n.a. n.a. 52! 42 3.45 2.00 2.00 3632-24 29 «6.8 
W.C. (mil.) ‘55—$11.6; ‘56—$13.6 
(W.C.)—Working capital. 1—9 months ended April 30. ‘—Plus stock. 
4_Deficit. 2—9 months ended July 31. 
n.a.—Not available. 
King-Seeley: Reflecting a poor first quarter will show an earnings decline Smith (A. O.): Increased business in non-automotive lines is making for a 


this yeer. Basic position is strong however, and the regular 621/2¢ dividend 
should not be disturbed, although coverage will be slim. B3 


Libbey-Owens-Ford Glass: One of the leading producers of safety glass 
for autos and building, operations are closely tied to GM _ production. 
Sales are down but efficient operation should keep earnings drop to small 
proportions. No change in dividend seen. A2 


Midland Steel Products: Increased frame business from Chrysler is con- 
tributing to a better 1957. Record is spotted with sharp year to year swings 
in earnings. $3.00 dividend is secure Bl 


Motor Wheel: Better revenues from non-automotive lines should raise 
earnings above the $1.70 earned last year despite poor first quarter. The 
40¢ quarterly dividend should be maintained. C2 


National Automotive Fibres: Earnings have recovered somewhat from the 
sharp depression of a year ago, but basic prospects are not attractive. 
Dividend resumption is doubtful now. C2 


Rockwell Spring & Axle: Company supplies most of the auto producers 
and generally has produced fair results. Some betterment from last year’s 
low levels is expected. The $2.00 dividend is sofe. Bl 


better year. Earnings may reach $9.00 this year from $7.10 a year ago, 
but capital requirements may prevent dividend increases. B1 


Stewart-Warner: Increased diversification is contributing importantly to 
earnings. Full year results should score moderate gains over 1956, afford- 
ing ample coverage for the 50¢ quarterly dividend. C2 


Thompson Products: This major parts producer now is predominantly a 
maker of jet-engine parts. Sharp upturn in earnings this year, but defense 
shifts may affect 1958 results. No change seen in dividend. B1 


Timken Roller Beuring: Company has a long record of excellent perform- 
ance. Leads the field as producer of bearings for automotive and other 
uses. Narrower margins in the first half held earnings back but full year 
results should make favorable comparison. Dividends should remain undis- 
turbed. A2 


Young Spring & Wire: Company is actively diversifying now, but time will 
be needed before stability is attained. 1957 results retarded by poor first 
and second quarter, but latter part of year and early 1958 should show 
recovery. Some dividend extras may be in jeopardy. C3 





RATINGS: (A)—Best Grade. 
(B)—Good Grade. 
(C)—Speculative. 
(D)—Unattractive. 
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1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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of many firms. For some the sole impact will be a 
stretching out of orders, but others will find con- 
tracts cancelled as projects are dropped, or as prime 
contractors choose to produce parts formerly sub- 
contracted. 

Bendix Aviation, one of the earliest parts pro- 
ducers to hit the diversification trail now derives 
almost 70% of its revenues from defense business. 
By far the largest share of its production is funneled 
into the aircraft and missile programs, but the heavy 
emphasis on electronic components should keep the 
company’s position fairly secure regardless of the 
shift from planes to missiles. Bendix has also been 
successful in developing a number of aeronautical 
navigation and flight control devices for use in com- 
mrcial aircraft, and sales from these sources are 
e pected to contribute importantly to earnings as the 
major airlines begin their transition to jet-plane 
operation. Furthermore, since automotive parts sales 
are divided among the big three car makers, changes 
in their competitive positions should not affect parts 
business radically. 

Nevertheless, despite the stability the company 
has built into its operations, lower levels of defense 
expenditures throughout the economy may hold back 
sales and earnings growth in 1958, although defense 
cutbacks will have no noticeable effects until well 
into the company’s new fiscal vear which begins in 
October, 1957. 

[In the nine months to June 30, sales rose to $541.1 
million from $437.3 million last year and net income 
scored a healthy gain of almost $5 million to $20.0 
million. Per share net based on the shares outstand- 
ing in June of this year climbed to $3.97 from the 
$3.21 earned in last vear’s first nine months. 

Thompson Products is also heavily involved in the 
aircraft program as a major manufacturer of jet- 
engine parts. As with Bendix, almost 70% of Thomp- 
son’s business stems from military production, but 
it place in the missile program is more doubtful. 
Many of its products can be used in either jet or 
rocket engines—and through the 49% owned Ramo- 
Wooldridge Co., Thompson provides technical advis- 
ory services to the Air Force missile program, but a 
sharp cutback in jet-engine production would un- 
doubtedly be felt. 

Current operations, however, are running at ex- 
ceptionally fine levels. Through June, common share 
earnings jumped to $2.96 from $1.72 in the first half 
of 1956 on a sales gain of close to 40%. Defense sales 
accounted for most of the increases aided by a strong 
automotive replacement parts market. Full year 
earnings are expected to exceed $6.00 per share com- 
pared with last year’s $4.60, but the $1.40 dividend 
will probably remain where it is until the effects of 
order stretchouts can be fully determined. 

Both Bendix and Thompson are defense contrac- 
tors of long standing, but Kelsey-Hayes, a relative 
newcomer is just beginning to reap the benefits of 
mounting aircraft component sales. The sudden shift 
in defense plans, therefore, could set the company 
back considerably. Automotive parts sales are tied 
closely to Ford and GM, but the best part of the 
company’s record breaking sales so far this year has 
come from rapidly rising aircraft revenues. Nine 
months sales advanced almost 30% over the 1956 
levels and net income showed a good gain from $3.72 
per share in the fiscal nine months of last vear to 
$4.37 this year. 


- 
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Third quarter earnings will be affected by the 
model changeovers being made by both GM and Ford, 
but full year earnings should reach the $6.00 per 
share level compared with the $5.28 earned in 1956, 
providing ample coverage for the 60¢ quarterly 
dividend. 


Firms With Less Dependence On Defense 


Many firms however, have kept military business 
to more modest proportions. Stewart-Warner obtains 
approximately 30% of its revenues from military 
contracts, and the rest from a variety of automotive 
parts and specialized lubricant lines; Smith (A. O.) 
has centered its diversification in the tubular steel 
products field used principally in the oil and natural 
gas industries, with defense work accounting for a 
minor percentage of overall operations; Eaton Man- 
ufacturing has spread its business through the truck, 
rail, machine tool and farm equipment fields and de- 
rives only about 10% of its income from the sale of 
military aircraft parts; and King-Seeley, while re- 
ducing its reliance on the auto industry considerably 
has not garnered a significant amount of military 
business. 

Among the major parts producers, Borg-Warner is 
the prime example of a company that has not con- 
centrated its diversification along military lines. Au- 
tomotive equipment, especially the company’s well 
accepted automatic transmissions, accounts for about 
one-third of total sales and defense business approxi- 
mately 20%. The balance is distributed among oil 
field equipment sales, rapidly growing chemical lines, 
specialty steels and home appliances, including the 
well-known York air conditioners. 

Although adverse developments in the military 
procurement program will have a lesser effect on the 
company than on some of the other large units in 
the industry, Borg may lose some of its present auto- 
matic transmission business with Ford when the cur- 
rent contract expires at the end of 1958, since the 
car maker is actively considering integrating trans- 
mission production into its own operations. 

Performance this year has been about in line with 
last year’s. Highly competitive conditions in the 
chemical and appliance industries lowered profit 
margins in the first quarter, but a second quarter 
pickup brought first half results to $1.90 per share, 
just slightly below the $1.92 earned in the first six 
months of last year. Full year results will depend on 
the sales of various product lines. 


Investment Outilock 


Few generalizations cover all, or most of the mak- 
ers of parts and accessories. Individual company 
outlook depends largely on the nature of diversifica- 
tion and prospects in other fields of endeavor. For 
many companies in the field prospects are most 
closely tied to original equipment sales while for 
others the demand for replacement parts is the prin- 
ciple determinant of profits from automotive opera- 
tions. But most firms have some problems and advan- 
tages in common. Labor costs generally are higher 
since the industry-wide wage agreement signed in 
1955, and will probably go higher after the 1958 
round of negotiations has been completed. 

Other costs including raw materials and transpor- 
tation expenses have also (Please turn to page 806) 
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Autumn 

While autumn brings at least 
seasonal upturns in a number of 
lines of business, hopes that gen- 
eral prospects will become clearer 
“after Labor Day” are often dis- 
appointed. If the stock market is 
confident and strong before Labor 
Day, it continues so thereafter 
more often than not. If there is 
uncertainty and apprehension, it 
is unlikely to be changed by Sep- 
tember developments. Conjecture 
about “improvement after Labor 
Day” is naturally prevalent when 
confidence has been shaken. 
Otherwise, good autumn business 
would be taken for granted. The 
long-term market shows no sig- 
nificant seasonal bias either way 
in September or October. By hap- 
penstance, however, some impor- 
tant market declines have started, 
or become violent, within the late 
summer or early autumn period. 
The 1929-1932 crash started in 
early September. While the 1937- 
1938 bear market started in 
March, with an intermediate sell- 
off, the industrial list almost made 
a double top in August, 1937, be- 
fore heading into the real nose 
dive. The 1939-1942 bear market 
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started shortly after Labor Day. 


The 1946-1947 bear market 
started in late May, with the in- 
dustrial average at 212.50; but 
by mid-August, 1946, there had 
been a net decline of less than 
4%. The big part of the drop came 
shortly before and during a rela- 
tively few weeks after Labor Day. 
Although the 1948-1949 decline 
began in June, it developed no sig- 
nificant momentum before early 
autumn of 1948. 


Recent History 
Contrary to the record cited 








and terminated in mid-Septem- 
ber. Few readers need to be re- 
minded that in 1956, late summer 
and autumn brought trouble, fo!- 
lowing establishment of a _ bull- 





market double-top by the indus- | 


trial list in early August. The 
latter became a triple-top on the 
recovery to July of this year, fol- 
lowed by another pre-Labor Day 
fall. Whether coincidence or not, 
the fact that most of the declines 
cited either began or started to 
hurt around this season — give or 
take a few weeks either way - 
is not calculated to soothe the 
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above, the substantial nine-month nerves of long-memoried in- | 
decline in 1953 started in January  vestors. 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1957 1956 
Chance Vought Aircraft Quar. June 30 $1.03 $ .66 
Haveg Industries 6 mos. June 30 1.19 19 
McDonnell Aircraft Corp. Year June 30 6.34 4.43 
Westinghouse Electric Quar. June 30 95 38 
Electric Auto-Lite Co. Quar. June 30 1.69 .78 
Skelly Oil Co. Quar. June 30 1.48 1.30 
Foster Wheeler Corp. 6 mos. June 30 1.84 1.02 
National Biscuit Quar. June 30 76 61 
i} General Baking Co. 6 mos. June 30 46 -20 
Texas Co. Quar. June 30 1.44 1.25 
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More Of Same 


As pointed out here recently, 
the indicated official attitude on 
air line passenger fares makes 
the industry’s profit outlook dis- 
mal at least for some time to 
come. Among growth industries, 
its profit squeeze is the worst 
shown by the first-half data. For 
the six months, the physical vol- 
ume of business of the domestic 
lines (passenger miles flown) was 
nearly 14% above a year ago, and 
gross revenue gained more than 
12%; but, on average, net oper- 
ating income fell nearly 42%. It 
is not surprising that a_bear- 
market trend remains indicated 
for the stocks. 


Not Bad 


Around 45, Florida Power & 
Light, one of the most dynamic 
rowth utilities in the country, 
is down roughly 25% from its 
excessive earlier high of 5934. 
Most of the fall followed an- 
nouncement of a rate cut order 
by the Florida commission some 
weeks ago. The cut has now been 
put into effect—and is stated to 
give the utility an estimated re- 
turn of 6.98% on its recent rate 
base! Not bad. Any northern util- 
ity would consider it high. Per- 
haps it is accurate to say that 
Florida rate regulation remains 
liberal, but not scandalously so. 
The company’s stock now yields 
nearly 334.% on a $1.28 dividend 
which is unquestionably subject 
to a series of further increases in 
the years ahead. This issue never 
looks cheap on a current perspec- 
tive, and it could go lower. How- 
ever, it is in a range suitable for 
scale-down buying. 


“99 


Machinery 


Orders for machine tools and 
various types of heavy machinery 
continue in a marked downward 
trend which foreshadows at least 
moderately reduced capital-goods 


Bigelow-Sanford Carpet 
Crown Zellerbach Corp. 
Diamond Match 

Reed Roller Bit Co. 
Magma Copper Co. 

Dr. Pepper Co. ............ 
Inspiration Cons. Copper 
Bell Aircraft ............... 
Detroit Steel Corp. 
Kennecott Copper Corp. 
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DECREASES SHOWN IN RECENT EARNING REPORTS 


1957 1956 

Quar. June 30 $ .27 $ .84 
6 mos. June 30 1.31 1.76 
Quar. June 30 -53 .74 
Quar. June 30 41 -80 
. 6mos. June 30 -23 3.97 
6 mos. June 30 -32 -61 
6 mos. June 30 1.65 4.33 
6 mos. June 30 79 1.23 
Quar. June 30 -26 -82 
6 mos. June 30 4.56 8.24 


activity not many months ahead, 
and a substantial shrinkage in 
heavy-industry earnings. Struc- 
tural steel orders are well under 
the year ago level. So are total 
contract awards for heavy en- 
gineering construction. Regard- 
less of good current earnings in 
many cases and of high order 
backlogs in some, the stocks are 
properly reflecting the unpromis- 
ing new-orders trend. Examples 
of conspicuously weak capital- 
goods equities at present include 
ACF Industries, Alco Products, 
Bullard, Byers, Chain Belt, 
Cooper Bessemer, Combustion 
Engineering, Ex-Cell-O, Joy Mfg., 
Mesta Machine, Van Norman and 
Westinghouse Air Brake. Most 
stocks of these types are still at 
fairly high levels in their his- 
torical price ranges, are more 
vulnerable than the average con- 
sumer-goods stock and could be 
subject to considerable further 
decline. 


Deflation Versus Inflation 


A prudent investment policy 
must allow for (1) an interim 
period of probably moderate de- 
flation ahead; and (2) probable 
further long-pul! inflation. Short- 
term Treasury obligations are a 
fool-proof “hedge” against defla- 
tion. Among common stocks, elec- 
tric utility equities are in a fa- 
vored position because of gen- 
erally satisfactory-to-good pros- 
pects for earnings and dividends. 
These issues are by no means 
immune to market fluctuation; 
but they have now had a healthy 
price adjustment, and can rea- 
sonably be expected to hold up 
relatively well from here on, in 
event of further market decline. 
At present prices, selected growth 
utilities impress us as “comfort- 
able” stocks to own, whether you 
are worried about medium-term 
deflation or long-term inflation. 
With growth of earnings and 
















dividends continuing, their pos- 
sible medium-term vulnerability 
appears moderate. Their past rec- 
ord of dividend growth and mar- 
ket appreciation — founded on 
basic factors which remain ex- 
pansionist — indicates ability to 
“outrun” any likely long-pull in- 
flation. Thus, they have merit at 
present as “deflation hedges’’, and 
merit as conservative, long-range 
“inflation hedges.” 


Proof 


Here are some past records of 
utilities that outran inflation: 
American Gas & Electric, over 
the whole period 1939-1956, divi- 
dends up 480°, the stock up 
476% from low to high, both com- 
pared with a rise of 96% in the 
cost of living (consumers’ price 
index). Central & Southwest was 
not publicly listed prior to 1947. 
In the period 1947-1956 dividends 
rose 108%, the stock 386% from 
low to high, the cost of living 
22‘~. Florida Power was _ pub- 
licly listed in 1946. The 1946-1956 
record was: dividends up 83%, 
stock up 240% from low to high, 
living cost up 40%. Over the same 
period in the case of Southwest- 
ern Public Service, the 40% in- 
crease in living costs compared 
with a gain of 164% in dividends 
and appreciation by the stock, 
from low to high, of around 
235%. The stock of Texas Utili- 
ties has been publicly listed since 
1949. For the period 1949-1956 
the cost of living (an adequate 
measure of inflation for our pur- 
poses here) rose 14%, dividends 
121%, the price of the stock a 
maximum of about 330%. A num- 
ber of other could be cited as 
proof of the pudding. It is an in- 
teresting fact—perhaps not known 
to some readers—that various 
growth utilities have not only out- 
run past inflation but have also 
either approximated or exceeded 
the Dow industrial average’s ap- 
preciation. 


Security Selections 

Need for hurry in buying any 
common stock is not apparent. 
However, with the bond market 
stabilized and believed unlikely 
to go lower, there is renewed in- 
vestment emphasis on good yiclds, 
while the previous excessive en- 
thusiasm for low-yield growth 
stocks has been chilled as if by an 
icy blast. Typical of the shift are 
declines from the summer highs 

(Please turn to page 809) 
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ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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This we have done in our new Trend Forecaster (developed 
over a period of several years), which employs those indicator: 
(see Components of Trend Forecaster) that we have found te 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down s 
corresponding change in our economy may be expected sev- 
eral months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investmeni 
and business standpoints. 


Current Indications of the Forecaster 


In the third quarter, preliminary indications are that the 
components of the Trend Forecaster have continued mixed, 
and the Relative Strength Measure has clung to a negative 
range. 

In July, new incorporations rose sharply, and average 
hours worked rose slightly. The rate of business failures also 
improved, and housing starts increased fractionally. Stock 
prices rose slightly in July, but declined sharply in August, 
and industrial commodities declined in July and August. 

During the second quarter, the Relative Strength Meas- 
urement rose steadily from the minus 2.75 figure reached 
in March, hitting minus 0.25 in June. In July, however, the 
measure fell to minus 1.4, and it is probable that a further 
decline was recorded in August. The July-September period 
will thus in all likelihood mark the seventh quarter in a row 
during which this measure has averaged in a negative range. 
This record is, of course, entirely consistent with the actua! 
trend of business, which has shown only persistent, slack 
adjustment during the period. The Trend Forecaster itsel/ 
has been in a persistent but variable decline ever since the 
beginning of 1956, the longest such decline in the postwar 
years. The behavior of the Forecaster and its componen' 
series still does not suggest any sharp move in general busi 
ness conditions, either up or down, over the next few months 
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CONCLUSIONS IN BRIEF 


INDUSTRY — Production activity stili moving side- 
ways. Consumer durables output, after a brief flurry 
ir June and July, is apparently in a moderate decline 
again, and auto production is entering on a sharp 
seasonal slowdown. Outlook: slight downward drift 
in total output for next four months. 


TRADE — Soft-goods strength is still dominant ele- 
ment in retail trade picture; hard-goods, including 
autos and appliances, remains slack. Large part of 
the soft-goods gain is in prices; it may reverse as 
food prices stop rising and perhaps decline in Fall. 
Cutlook: no change in total trade in early Fall. 


MONEY & CREDIT — Borrowing for capital expan- 
sion and to carry heavy inventories had forced a 
siarp rise in the cost of money, but recent signs of 
over-capacity and slowing of demand may signal 
that the peak of interest rates has already been 
seen. 


COMMODITIES — Prices continued to weaken slowly 
in July and August, notably among industrial raw 
materials. Raw metals now selling well below a 
year ago, with only important exceptions being 
steel and aluminum. Price outlook: more downward 
pressure, into October. 





Analyst 








BUSINESS ACTIVITY 
M.W.S. INDEX (1935-1939 — 100) 

















10 310 
300 
Two 
Aus. a 
290 24 go 
ee 
te 
280 Year 
Ato 








260 








250 




















es 





= 
FEB. MAR. APR. MAY JUNE JULY AUG. SEPT. OCT. NOV. DEC 











MONEY AND BANK CREDIT 
(WEEKLY REPORTING MEMBER BANKS) 









































T TT T 
sTTT | LITT] | | susons oF couker rT TTT] 
Piece eae | | ree | 
; | | | | } le. | 
ary oteead Lat TI ay at 
| ri dd] TOTAL LOANS & | } | 
Priddy} INVESTMENTS | | 
HE | | | |_| 
75 i | ] | ] im | } | 
| | | | | 

| HEL ELT HELL 
| | | | | 
65 7 T T | | | | | | ‘ ¢ | 
DEMAND DEPOSITS | | | 
| | Va, | 
. Bs MN t | 

55° TT T i] TT } i] na 5 - 

| ii] | = ‘ —- | 
| | a ann LOANS | 

| } 











INVESTMENTS IN 
| U.S. GOVERNMENTS 


r 





35 J 
| COMMERCIAL LOANS yh |) | yaa 
HT | = Labepegey Tra | 
| | rn ate: 
anes 
25 








+++ 
al 
elie ie | 


| 
| ate | 
| | 
| 
| | 
| 
'] | 
| 

































































j SMAMJJASONDI FMAMJJASONDJIFMAMIIJIA 


1955 1956 1957 

















SEPTEMBER 14, 1957 


Financing capital outlays is now one of the big head- 
aches of corporate business. Liquidity at mid-1957 is about 
the lowest in the postwar years, and the rate of inflow of 
corporate profits has apparently turned moderately down- 
ward. Depreciation allowances are still rising, of course, 
but higher dividends have taken most of this increase. 
Result: the inflow of funds generated by operations (that 
is, retained earnings plus depreciation) has begun to 
drift down. To maintain the tremendous current pace of 
spending on plant and equipment thus means increased 
dependence, on the part of corporations, on outside 
sources of funds. 

As a result, corporations are reviewing their capital 
spending plans very deliberately in the Fall of 1957. In 
the course of their review, they will certainly note that at 
the moment they have considerable idle capacity, and 
that further expansion, while perhaps desirable from long- 
run viewpoints, is not essential to maintaining their positions 
in the markets. They will also note that the cost of capital 
goods has risen at an altogether fantastic rate in the past 
two years; a facility that cost $1 million two years ago is 
now likely to cost about $1.2-1.3 million today. Finally, 
boards of directors faced with the problem of approving 
or disapproving a proposed expansion are likely to take 
a much longer, harder look at the probable return on the 
investment than they were inclined to take in 1955 or 
1956. 

All of this suggests that the capital expansion which 
struck American industry in early 1955 is now on a plateau, 
and its future course is no longer predictable !f profits 
hold up, spending on capital equipment could stay in its 

(Please turn to following page) 
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THE MONTHLY TREND Unit ma tan lon pe PRESENT POSITION AND OUTLOOK | | 
INDUSTRIAL PRODUCTION® (FRB) — | 1947-'9-100 | July 144 144 136 present range for a few years, and then 
Gerchils Geode dike 1947-'9-100 | July 162 162 148 perhaps advance further. If profits don't 
tandereble Goods Mtr 1947-'9-100 | July 130 130 128 hold up, . if a volumes ign 
Mini 1947-'9-100 persistently over the next six months, the 
- = = — se capital goods industries are almost cer- 
RETAIL SALES* $ Billions July 16.9 16.8 15.9 tain to shift from a general business 
Durable Goods. $ Billions July 5.7 5.8 5.5 strength to a serious weakness. Key fig- 
Nondurable Goods $ Billions July 11.2 11.0 10.4 ures for the next few months—figures 
Dep’t Store Sales. 1947-'9-100 | July 133 127 128 definitely worth watching—are the forth- 
coming forecasts of capital spending to 
MANUFACTURERS’ be published by the Department of Com- 
New Orders—Total* $ Billions June 27.2 28.4 28.1 merce in late September. 
Durable Goods. $ Billions June 13.2 14.1 14.4 “i i. m 
— a ~ 40 143187 | CONSUMER CREDIT AGAIN — in June, 
Con . ‘ , : consumers added a whopping $450 mil- 
Durable Goods, Olen June 14.2 14.3 13.6 lion to their outstanding instalment in- 
Nondurable Goods. $ Billions June 14.2 14.3 13.8 9g z 
debtedness—about one-third more than 
AUSINESS INVENTORIES, END MO.* | $ Billions June 908 906 856 | ‘ey added in June a year ago. Going 
ee $ Billions ri 54.0 53.9 “on into July, instalment debt outstanding 
Wholesalers’ $ Billions June 127. -127.—s«127_—:|- Was about meg age ww “yo ona 
Capt. Since Sects voted dune — i -_ Of this $9 billion increase, $5 billion is 
CONSTRUCTION TOTAL*___| $ Billions July 3.9 3.9 3.9 | in oe aye of a panes. ) 
Private $ Billions Jul 2.7 2.8 2.8 orth noting is the fact that instal- 
Residential $ Billions hi 1.4 1.4 15 ment debt has not stopped rising in 1957, 
All Other. $ Billions July 1.3 1.4 13 despite the slower pace of the automo- 
Housing Starts*—o_______————_| Thousands July 980 970 1,085 bile market, where the bulk of the debt 
Contract Awards, Residential—b $ Millions July 1,287 1,115 1,143 is contracted. Reason: a larger percen- 
All Other—b $ Millions July 1,614 2,088 1,870 tage of buyers is now dependent on 
credit to purchase a new car, and the 
t/APLOYMENT average loan per car sold on credit is 
Total Civilian — | Millions July 67.2 66.5 66.7 now higher than ever before. Without 
Non-Farm Millions July 52.6 52.9 51.3 prejudging the market for 1958 cars, 
Government Millions July 7.2 7.3 7.0 which is still an open question, it is 
Trade Millions July 11.5 11.5 11.2 clear enough that the credit situation 
Factory Millions July 12.8 13.0 12.5 is less favorable than it was prior 
Hours Worked Hours July 39.9 40.0 40.1 to the burst of car demand in early 
Hourly Earnings. Dollars July 2.08 2.07 1.96 1955. 
Weekly Earnings. Dollars July 82.99 82.80 78.60 * * * 
HOUSING STARTS — For housing, the 
PERSONAL INCOME* $ Billions July 346 345 326 situation appears to be about stable, 
Wages & Salaries $ Billions July aa 240 226 rather than bullish as appeared several 
Proprivtors’ incomes $ Billions July sd - % months ago. March evidently marked a 
Interest & Dividend $ Billions July 31 3 20 short-term trough in the seasonally ad- 
Transfer Payment $ Billions July = = rin justed rate of building starts, but the re- 
Form income $ Billions July saa 16 bea covery from the trough has been very 
eonsueen pasces enindaany | duly “es wee we sluggish. One reason is, of course, diffi- 
culties in financing, but the slack pace 
yong WOGF/O-100 | July — a f the market also suggests that even 
Clothi 1947-'9-100 | July 106.5 1066 1053 | ° 99 
coat : apart from money troubles, the demand 
} . ee | Ay — a =e is somewhat weaker than had been ex- 
MONEY & CREDIT pected. A million starts in 1957 is now 
All Demand Deposits* $ Billions July 108.0 107.2 106.6 4 figure ——— _ = the in- 
Bank Debits*—g $ Billions July 86.0 77.7 783 ey ee Geaeey sees See. 
Business Loans Outstanding—c $ Billions July 31.7 32.5 28.6 aaa! 
instalment Credit Extended* $ Billions June 3.4 3.5 3.0 a gprs er Pig bee » 
instalment Credit Repaid”. $ Billions June 3.3 3.3 3.0 rg ae “slightly Pl es te 
FEDERAL GOVERNMENT among the downtrends is the obvious 
Budget Receipt: $ Billions June 11.6 5.3 11.6 weakness in transportation equipment in- 
Budget Expenditures $ Billions June 6.2 59 69 dustries, reflecting primarily (but not ex- 
Defense Expenditures a $ Billions June 3.8 3.9 4.6 clusively) the cutback of production for 
Surplus (Def) cum from 7/1 $ Billions June 1.6 (0.6) 1.6 defense. In June and July, “machinery” 
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UARTERLY STAT R THE NATIONAL ECONOMY 
| @ EMENT FO PRESENT POSITION AND OUTLOOK 
K In Billions of Dollars—Seasonally Adjusted, at Annual Rates | 
ee 1957 ——_——1956——_—_ production, a component of the Federal | 
n't SERIES Mt y IV u Reserve's production index that includes | 
og | Quarter Quarter = Quarter —_ Quarter both capital goods and consumer appli- | 
he || | GROSS NATIONAL PRODUCT____| 434.3 429.1 426.0 410.8 ances, was in an uptrend, owing largely 
og | Personal C pti 278.9 276.7 272.3 265.0 to increased output of appliances to re- 
oa ane mnie = = = wr stock dealers with 1958 models. By all 
2 et Foreign Invest t : , 4 ‘ ar . . > ; 
ig- | | Government Purchases 86.9 85.6 82.8 793 indications, this burst of inventory- re 
al Federal 51.1 50.3 49.0 46.4 stocking is about over, and production 
= State & Local 35.8 35.3 33.9 32.9 of appliances is again in a decline. Cap- 
to PERSONAL INCOME 342.4 3377 334.5 3253 ital equipment production itself is weak- 
i Tax & Nontax Payments 42.9 42.2 40.5 39.5 ening slowly, so that the total “machin- 
Disposable Income 299.5 295.5 294.0 285.8 ery” component is evidently sagging now. 
Consumption Expenditures__ _ 278.9 276.7 272.3 265.0 Primary metals production is ona plat- 
Personal Saving—d. 20.6 18.9 21.7 20.8 . . 
eau, after its long decline of late 1956- 
1€, | | | CORPORATE PRE-TAX PROFITS*____ 43.9 45.6 42.4 early 1957. Steel production, still cling- 
iil Corporate Taxes 22.4 23.3 21.6 ing to an operating rate in the low 80% 
in- Corporate Net Profit. 21.5 22.3 20.7 . ‘ 
Dividend Payment 12.4 15 120 range, is scheduled to advance a little 
an | Retained Earnings 9.1 10.8 8.8 from this level in the Fall, but mainly 
ng ° ed to th 
= | PLANT & EQUIPMENT OUTLAYS__ 37.310) 36.9 26.5 245 for seasonal reasons relat d to the spurt 
. of automobile production—again an in- 
he THE WEEKLY TREND ventory restocking proposition. It may be 
jon | ; noteworthy that while demand for light 
55. | - Week Latest Previous = Year steel products is expected to be recov- 
is Unit Ending Week Week Ago 2 : 
ering this fall, the demand for heavy 
AWS Business Activity Index*___} 1935-’9-100 Aug.24 | 290.0 288.5 282.7 steels — plate and structurals — has been 
al- MWS Index—per capita* 1935-’9-100 Aug. 24 | 220.4 219.3 218.4 weakening, and backlogs in these prod- 
57, | Steel Production % of Capacity Aug. 23 | 82.9 80.6 95.8 uct lines are shrinking rapidly. 
no- re and Truck Production einer Aug. 31 143 150 77 Production trends are firm, however, 
; hh . . 
abt oe mae 8 T Tons Aug. 24 289 287 270 in soft goods lines. Paper and paper 
- en Recsens tine gos | ae 208 238 products production has been in a slight 
on Electric Power Output*______ | 1947-'49-100 Aug. 24 | 227.0 234.5 213.5 uptrend in 1957, despite occasional in- 
the Freight Carloading Th d Cars Aug. 24 | 759 751 770 : blem: oe er el 
it Engineering Constr. Awards $ Millions Aug. 29 | 436 258 617 ventary preema, tonttes - — 
: Department Store Sales__| 1947-’9-100 Aug. 24 | 121 115 120 output has been stable to slightly rising; 
aU Demand Deposit $ Billions Aug. 21 54.5 547 55.0 chemical production has continued to 
TS, | | | Business Failures. Number Aug. 24 | 260 222 215 drift moderately upward. 
is 
ion —S lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d) Excess of dispos- 
fer »ble income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. 
| na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
rly 
| THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
the 1957 Range 1957 1957 
sle No. of 1957 Range 1957 1957 (Nov. 14, 1936 Cl.—100) High Low Aug. 23 Aug. 30 
' Issues (1925 Cl.—100) High Low Aug. 23 Aug. 30 100 High Priced Stocks .............. 236.9 215.6 215.9 219.1 
ws 300 Combined Average ........... 346.6 316.5 316.5 320.6 100 Low Priced Stocks .............. 236.9 215.6 369.9 375.9 
a || 
wl 4 Agricultural Implements ....... 282.4 241.6 241.6 244.4 4 Gold Mining .......................-+. 726.2 627.2 647.0 660.2 
| 3 Air Cond. ('53 Cl.—100) ..... 122.8 99.9 101.0 99.9L 4 Investment Trusts .......... w- =: 184.5 166.7 166.7 168.3 
re- i | 9 Aircraft (‘27 Cl.—100) .......... 1388.8 982.2 982.2 1053.4 3 Liquor (‘27 Cl.—100) ............ 1094.5 925.4 925.4 945.3 
ery | 7 Alrlines ('27 Cl.—100) ........ 1022.5 671.7 671.7 691.7 OF PI siiccccsencsnscnsccicciscessce 523.4 456.7 456.7 466.9 
ifi- | | 4 Aluminum (‘53 Cl.—100) ...... 464.5 359.0 359.0 371.6 3 Mail Order .......... we 174.6 157.5 157.5 157.5 
ey 6 Amusements oo... 1726 1458 1458 151.8 4 Meat Packing 1426 17.4 1188 118.8 
9 Automobile Accessories ........ 384.4 341.7 352.3 348.8 5 Metal Fabr. (’53 Cl.—100) ...... 198.3 171.6 171.6 175.4 
yen 6 Automobiles 200.00... cece. 54.3 47.6 48.6 49.0 10 Metals, Miscellaneous ............ 420.9 368.3 372.3 368.3L 
ind 4 Baking (‘26 Cl.—100)........... 29.7 36.3 28.6 28.6 RE scciiisiaeisiidianannne 1060.1 862.6 862.6 883.4 
ex- 3 Business Machines ....... - 1285.3 956.2 1059.0 1079.6 ZB PORGIOUMD .-..-5.2cnn-raseossonsenece 914.4 749.7 807.3 807.3 
ow WTI occenincccsccscscccccosconcss 652.3 556.6 574.5 580.4 21 Public Utilities ...........000.000.... 263.6 246.4 246.4 246.4 
., EE GI, os csiccesvccnccescsrcness 25.1 21.1 21.1 21.6 7 Railroad Equipment .............. 91.4 80.0 80.0 80.0 
4 Communications .................... 106.0 94.5 95.5 96.5 4 siCi«é«C ER rere 72.7 62.1 62.1 62.1 
TF MN iceccccacimntcorsceneens 126.8 114.4 115.6 114.4L Be MN I aicanecicccccecsconsosscsess 509.8 445.5 462.7 462.7 
I si sciensxssetscossesencinass 799.9 739.5 762.1 769.7 Te BO BD casincsscccsrcsisncncres 393.0 330.1 334.1 341.9 
the F IE CID nn nisnicsnsccrssscsecce 307.6 228.5 228.5 228.5 A ass cancssissackssctscacocmsonsnoains 116.9 97.9 102.6 106.4 
are 2 Dairy Products .......... 112.4 103.8 109.1 110.2 ference: 926.7 790.2 790.2 798.6 
! 6 Department Stores 89.2 80.1 84.2 84.2 11 Television (‘27 Cl.—100) ...... 36.0 31.6 32.3 32.6 
ant 5 DrugsEth. (53 Cl.—100) ...... 259.2 175.2 226.3 228.1 eee 149.9 121.9 121.9 124.7 
ous 6 Elec. Eqp. (‘53 Cl.—100) ...... 244.4 215.0 215.0 217.2 3 Tires & Rubber 197.6 164.0 171.5 177.1 
in- 2 Finance Compani 584.5 525.0 536.2 546.9 5 Tob 91.3 87.0 90.4 91.3 
ex- 6 Food Brands ...............ss00e0 280.2 261.3 264.0 261.3L 2 Variety Stores .................. 273.7 253.0 253.0 253.0 
rol ol ne 153.8 177.2 178.9 15 Unclassif’d (‘49 Cl.—100) ... 168.9 153.8 156.8 162.9 
ry” L—New Low for 1957. 
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Trend of Commodities 





SPOT MARKETS — The dispiriting downtrend in sensitive com- 
modities continued in the last half of August. The Bureau of 
Labor Statistics’ index of 22 such commodities lost 1.2% to 
close at 88.4% of the 1947-1949 average and now stands 6% 
under the high of eleven months ago. Raw industrial materials 
again exhibited the greatest weakness, dropping 1.3%, with 
the metals component of this sector giving up 2.5%. Copper 
scrap, tin and steel scrap all were lower. 

Comprehensive indexes of commodity prices have not as 
yet been affected by the weakness in the sensitive items. This 
may be due to some products being held off the market, a 
contention advanced by the Chairman of the Federal Reserve 
Board. Such a program would be too costly, however, to be 
continued indefinitely. 


FUTURES MARKETS — A long line of futures were distinctly 
lower in the two weeks ending August 30. The Dow-Jones 
Commodity Futures Index fell 1.52 points to close at 157.52. 
Wheat prices dipped moderately in the period under review 
and the December option fell 234 cents to close at 222%,. 
The Agriculture Department estimates that carryover of wheat 
next July 1 may total about 830 million bushels, or 75 million 
bushels under a year ago. This is based on domestic consump- 
tion of 600 million bushels and 400 million bushels in expor's. 
“Free” supplies of wheat are expected to drop this seascn 
because of a smaller crop and the size of entries into the loan. 
Although impoundings under the support program should he 
smaller than last season it is expected that they will be high 
enough to cause a shrinkage in privately held supplies. 
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1956 1957 
| 
BLS PRICE INDEXES ai i: ta 95 BLS INDEX 22 BASIC COMMODITIES 95 | 
1947-49—100 Date Date Ago Ago 1941 
All Commodities Aug.27 118.0 118.0 114.7 60.2 93 93 | 
Farm Prodects Aug.27 92.6 92.1 89.1 51.0 
Nen-Farm Products Aug.27 125.6 125.7 122.5 67.0 91 +— +9] 
22 Basic Commodities Aug.30 88.4 89.5 90.6 53.0 \ (1947-1949—100) —\ 
9 Foods Aug.30 84.5 85.6 81.4 46.5 89 ~ +89 
13 Raw Ind’l. Materials Aug.30 91.0 92.2 97.4 583 Ny 
5 Metals Aug. 30 99.3 102.0 124.4 54.6 87 487 
4 Textiles Aug. 30 82.6 82.7 79.5 563 








MWS SPOT PRICE iNDEX 


14 RAW MATERIALS 
1923-1925 AVERAGE—100 


AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 


1957 1956 1953 1951 1945 1941 





High of Year 166.3 169.8 162.2 215.4 98.9 85.7 
low of Year 153.2 163.1 147.9 176.4 96.7 743 
Close of Year 165.5 152.1 180.8 98.5 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1957 1956 1953 1951 1945 1941 
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High of Year 163.4 166.7 166.5 2145 1064 84.6 1 150] 
Low of Year 1545 149.8 1538 1748 93.9 55.5 150 
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ANOTHER 
HOUSEWARMING 
..: COMING UP! 


Natural gas heating is being installed in 95% 
of the new homes in America’s Heartland! 


Year after year, homeowners in that part of 
America’s Heartland served by Columbia 
Gas System continue to demand more and 
more natural gas. In 1956, Columbia’s 


domestic users in Pennsylvania, Ohio, West 

















Virginia, Kentucky, Virginia, Maryland, and 
southern New York, numbered 1,342,000 


. an increase of more than 30% since 1947. 


Natural gas is the preferred fuel in this area 
. not only for heating, but for cooking 


and water heating as well. 


The task of supplying natural gas for these, 
and other uses, grows more costly and complex 
every day. But Columbia is continually 
increasing its facilities and services . . . as it 
must... so that there will be enough natural 
gas for all the housewarmings this year, 


and in the years to come. 


THE COLUMBIA 
SYSTEM SYSTEM, [NC. 


COLUMBIA GAS SYSTEM SERVICE COF® >RATION 
120 East 4ist Street, New York 17, N.Y. 


COLUMBIA 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natural Gas Company, 
Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation. COLUMBUS GROUP: The Ohio Fuel Gas Company 
PITTSBURGH GROUP: The Manufacturers Lightand Heat Company, Columbia Gasof New York, Inc.,Cumberland and Allegheny Gas Company, Home Gas € ompany 














The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 


intervals. 
addressed envelope. 


envelope. 


- - FP PP 


Give all necessary facts, but be brief. 
Confine your requests to three listed securities at reasonable 


No inquiry will be answered which does not enclose stamped, self- 
No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





Crown Zellerbach Corp. 
“Please advise on the longer term growth 
prospects for Crown Zellerbach Corp. 
and also please advise on recent sales 
and earnings.” H. G., Clovis, N. M. 


Crown Zellerbach Corp. is one 
of the leading integrated paper 
companies. It has a good record of 
growth in recent years and it 
entered the lumber and plywood 
field a few years ago and through 
the merger in November 1955 of 
Gaylord Container Corp., has di- 
versified into the paper container 
field and also broadened opera- 
tions geographically. While the 
paper goods industry appears to 
face an over-productive capacity 
over the near-term, the longer 
term prospects for this company 
appear favorable. 

Despite a 2% increase in sales 
during the first half of 1957, 
Crown Zellerbach’s net income of 
$18,776,000 was $6.2 million or 
24.8% less than for the same 
period of 1956. 

Net income per share of com- 
mon stock was $1.31 for the first 
six months as compared with 
$1.76 for 1956. Second quarter 
earnings were $9.32 million, or 
roughly the same as the first 
quarter. 

First half net sales were $227.4 
million, roughly $4,000,000 above 
the same period last year. Al- 
though production of certain 
paper machines was curtailed, 
paper and paperboard output for 
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the first half amounted to 851,750 
tons, 23,522 tons above 1956. 

During the.early part of the 
second quarter, incoming orders 
continued in a downward trend. 
Between mid-May and the end of 
June, however, a general improve- 
ment occurred. 

With respect to the first six 
months operations, it is signifi- 
cant that dollar sales increased 
2% over the corresponding period 
of 1956, and that tons of paper 
and paperboard sold were sub- 
stantially the same. Prices have 
remained firm with some in- 
creases. However, in common with 
other members of the industry, 
Crown was unable to sell the out- 
put of additional productive 
capacity from new and improved 
existing paper machines, while 
costs and expenses have continued 
to increase. Also, the company ex- 
perienced decreased earnings from 
the lumber-plywood and container 
segments of the business. Sales of 
lumber and plywood materially 
improved in May and June. The 
rate of incoming orders for paper 
products has further picked up 
since July 1st. If this trend con- 
tinues, earnings should be some- 
what better in the second half. 
However, with six months earn- 
ings of $18.8 million it is apparent 
that 1957 earnings will be less 
than last year. Earnings per com- 
mon share for 1956 were $3.53 per 
share. 


THE MAGAZINE 


Dividends in 1956 totaled $1.8 
per share and 45c quarterly 1a 
been paid thus far in the current 
year. 

H. J. Heinz Co. 


“As a subscriber of a good many yar 
standing, I would appreciate receiving 
recent data on H. J. Heinz Co.” 

S. A., Racine, W ise 


Consolidated sales of H. J. Heinz 
Company reached a new recor 
peak of $278,852,384 during the 
fiscal year which closed on Ma 
Ist, 1957. This was a 6% gain over 
fiscal 1956 sales of $262,425,046 

During this 88th year of opera. 
tion, the Heinz Co.’s net incom 
was $10,627,252, compared to “he 
previous year’s $10,583,944. 

Earnings per share of commor 
stock were $6.12, as against $6.0! 
last year. 

Quarterly dividends have been 
increased since January of this 
year to 55c per share from 45c pai 
last year. This is the 46th consecu:- 
tive year of dividend payments 

In addition to its U.S. business, 
the Heinz Co. operates subsidiaries 
in England, Australia and Canada 

In its domestic operations| 
Heinz had a 1957 sales volume 
slightly higher than in 1956 and 
net income of less than in the pre 
vious year, because of “large 
planned, non-recurring expenses.” 
Like all other U.S. food processors, 
Heinz was subject to severe pres- 
sures from the continuing rising 
cost of labor, ingredients, pack- 
ages and transportation. However, 
efficiencies realized from improve 
manufacturing methods was al- 
most sufficient to offset increased 
packaging and material costs. 

Of the firm’s transition to a new 
distribution system, begun tw 
years ago, it was reported that ap 
proximately 70% of all U.S. sales 
to independent grocers are now 
handled by cooperatives, volun- 
tary chain group or wholesale dis- 
tributors. In addition to reduceé 
costs, improved customer service, 
and swifter delivery of merchan-| 
dise, the new system has “made| 


(Please turn to page 809) 
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Allis-Chalmers Mfg. Co. is building a new $3,250,- 
000 engineering development and research labora- 
tory at its Buda division works in Harvey, Ill. Com- 
pletion of the research center is scheduled for early 
Spring of next year. 


Cities Service Oil Co. (Pa.) a subsidiary of Cities 
Service Co., is building a $9,000,000 asphalt refinery 
at Linden, N. J., scheduled for completion in 1958, 
which will replace present Linden refinery. 


Columbia Gas System plans an $8,000,000 hydro- 
carbon extraction plant near Huntington, W. Va., 
for recovery of petrochemicals from 170,000,000 cu- 
bic feet of natural gas daily, to be operated by 
United Fuel Gas Co., a subsidiary; and a $5,000,- 
000 hydrocarbon fractionation plant, storage fa- 
cility and liquid hydrocarbon pipelines on 160-acre 
site acquired at Siloam, Ky. Both plants are sched- 
uled for completion December Ist, 1958. Company 
has optioned 400 acres adjacent to Siloam site for 
possible development in petrochemicals field. 


American-Marietta Co. has agreed to acquire Sin- 
clair and Valentine Co., New York, manufacturer 
of printing inks, pigments and chemicals for 209,- 
969 common shares, subject to approval of stock- 
holders on August 23rd. Sinclair and Valentine has 
27 plants in the U. S., a Canadian subsidiary has 8 
plants and other foreign operations are conducted 
in Mexico, Cuba and Colombia. Combined sales of 
Sinclair and Valentine and subsidiaries are at an 
annual rate of over $25,000,000. 


General Electric Co. has received a contract for 
approximately $5,000,000 for an “automat” for 
guided missiles. The contract is for the develop- 
ment of a shipboard guided missile handling and 
launching system for the U. S. Navy’s Talos mis- 
sile, according to the manager of the department’s 
Ordnance Section. 

This is the first General Electric contract for 
missile handling systems and will represent a sig- 
nificant advance in the state of the art, according 
to a GE official. The system requires precision move- 
ment over long distance in an extremely short time 
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period. Weighing more than 350 tons, the hand! ng 
and lanuching system will require a space large 
enough to hold approximately 10 freight cars. This 
volume is necessary to store in the “pigeon holes” 
the many missiles required for different missions 


Halliburton Oil Well Cementing Co. has negoti- 
ated the purchase of all assets of Welex Jet Serv- 
ices, Inc., Fort Worth, Texas, through an exchange 
of stock. Welex would be operated as a subsidiary. 
The new company would be prepared to offer 
complete line of electrical wireline services on 2 
much broader basis than is now possible. Consoli- 
dation of research activities and facilities should 
also aid in expanding services. 


Merck & Co. The company’s Sharpe & Dohme 
division has tripled its production goal of Asiatic- 
strain flu vaccine for September and October delivery 

According to a company spokesman, the firm is 
adding “upwards of 200 additional workers” to its 
Asiatic influenza vaccine program. He declined t 
state the number of doses the firm expects to man- 
ufacture, but he commented that incubated chicken 
eggs, used in the new influenza vaccine, are ex- 
pected to be used at the rate of 150,000 a day be 
ginning September against original plans calling 
for about 50,000 eggs a day. He added, that the 
increased production, expected during Septembe! 
and October will be of a monovalent vaccine base 
on the Asiatic-strain only and will not be effective 
against other types of influenza, 


Phillips Petroleum Co. through its Rocket Fuel 
division has developed a new type of rocket motor 
having extremely long firing duration, in excess oi 
eight minutes, employing solid fuel. 

The new rocket motor is intended for small, very 
high speed flight systems. The same principles have 
wide applications to many other rocket propulsion 
and gas generating systems. The propellant em- 
ployed by the rocket motor is made from readily 
available low-cost petroleum products such as syn- 
thetic rubber, fertilizer grade ammonium nitrate 
and carbon black. 


Texas Co. will erect (Please turn to page 809) 


THE MAGAZINE OF WALL STREE! 











dl ng 
large 
This 
10128" 
sions 


Eg Oti- 
Serv- 
lalige 
liary 
fer 3 
on a 
nsoli- 
hould 


ohme 
iatic- 
very 
rm is 
to its 
ed t 
man: 
icken 
e ex 
y be 
ulling 
t the 
mbe! 
pase 
»ctive 


Fuels 
notol 
SS Ol 


ver) 
have 
ilsiol 
em: 
adily 
syi- 
trate 





809)| 


/ 
REET 








FROM LONG-WAVE SPARK TO 
MIGHTY COMMUNICATIONS NETWORK 


In 1904 United Fruit Company built the first two radio stations in Latin Amer- 
ica. Originally used to coordinate tropical harvests with shipping movements to 
northern markets, this communications system rapidly became a vital public 
utility, linking Latin America with the whole world. 

Via this Tropical Radio Telegraph Company service all communications, 
government, business and personal messages, now bridge vast distances in sec- 
onds. All TRT resources are constantly in action gathering, distributing weather 
reports on land and sea. 

To handle ever-increasing volume, TRT has installed latest electronic equip- 
ment. New stations have been built and manned by Latin-American technicians. 
Today a great communications network which includes radiotelephone, radio- 
telegraph and modern radio-teleprinter, helps to create better living for our 


Good Neighbors. 
United Fruit Company 


General Offices: 80 Federal St., Boston 10, Mass. 






A section of the 
traffic department 
in the new telegraph 
station in Panama City 


TROPICAL RADIO TELEGRAPH TODAY 


Directly linked with 18 Latin-American Car- 
ibbean and internationai telegraph and 
telephone companies, TRT system is in con- 
stant immediate contact with the rest of the 
world possessing matching facilities. Day 
and night, communications flow swiftly and 
efficiently, reaching the record 1956 total 
of 17,302,565 radiotelegraph words and 
613,565 radiotelephone minutes. 








]. Hot Box—but one that performs an amazing analyzing elements in the oil, the spectrometer can 
service. Diesel crankcase oil, already reduced to an spot engine trouble before it gets serious. Minor 
ash, is burned inside electronic spectrometer. By repairs then prevent costly breakdowns later. 


2. Tip-off—A lab technician records readings from 3. Emergency Call—If test indicates tro ible 
spectrometer dials. Electronic devices connected to each spectrometer operator can have locomoti# 
dial search for a different telltale element in oil sample. pulled into the repair shop immediately. 








Whats new on the New York Central 














Electronic furnace’ analyzes lube oil 






to stop trouble before it starts 


Inside a temperature- and humidity-controlled 
room at the Central’s new Technical Research 
Center in Cleveland, a group of highly skilled 
technicians spend their time burning lubri- 
cating oil—practically drop by drop. 

These men operate an intricate, multi- 
dialed spectrometer. This amazing machine, 
with its tiny electronic furnace, can predict 
diesel engine trouble before it starts! 

By doing so, the spectrometer keeps more 
locomotives out of the repair shops and on 
the rails . . . moving your freight faster. Its 
testing ability will save $16,000,000 a year on 
locomotive maintenance alone. 


Mechanical Blood Test 


The spectrometer watches over the health of 
the Central’s big diesel fleet like the team 
physician for a group of champion athletes. 





4. Back in Service—hours or days sooner 
than previously. Spectrometer told shop 
crews exactly where to look for trouble. 





...and keep your freight moving faster 


Regularly every New York Central locomo- 
tive is tapped for a minute sample of its 
lubricating oil. The samples are reduced to 
ash at the testing stations, then forwarded to 
the Central’s Cleveland lab. There a few 
grains of the ash are burned in the spectrom- 
eter. And as they are consumed the machine’s 
16 sensitive dials clock the presence and 
quantity of 16 elements. 


If certain elements show up in the tests or 
begin to increase drastically, the spectrom- 
eter operator knows that trouble may be 
getting ready to start. 


For example, if a trace of lead or copper 
appears, it means a bearing is beginning to 
wear. Or if silicon turns up, dirt from the 
roadbed may be getting into the engine. 


The lab returns its diagnosis to the locomo- 
tive’s home base. And if there is trouble 
brewing, a repair crew can quickly fix it 
before it turns into a costly breakdown. Elimi- 
nated are unnecessary overhauls, arbitrary 
oil changes when none are needed . . . and 
costly delays en route to shippers and their 
customers. 

Electronic Railroading 
This new testing equipment and the highly 
trained men who run it represent the new 
brand of railroading being pioneered by the 
New York Central. They stand for improve- 
ment—just one of many improvements that 
now mean better service than ever for you. 


Route of the “Early Birds” — Fast Freight Service 


New York Central Railroad 
















The True Story Behind High 


Prices 


(Continued from page 759) 














(millions of dollars) 
Seasonally Adjusted 
Primary Metal, 
Fabricated Metal, 
Machinery (incl. elect.) 
Transportation Equip. 


Textiles, Apparel, 
Leather, Printing 
and Publishing 





*—Rubber not available. 





| 1_Unrevised series. 


Manufacturers and Trade Inventories 


Petroleum and Coal, 
Chemical, Rubber 


elevated in recent years, to by far 
the highest level on record. Cur- 
tailing production has become 
much more costly than it ever was 
before. 

Secondly, in many industries— 
particularly those supplying raw 
materials to the durables sector, 


Wholesale and Retoil? —it is a widely recognized phen- 


Total Net Change Total __Net Change Total _ Wet Change Total Net Change omenon that price cuts reduce 
Dec. 1955 5,305 21,730 6,960 36.2 sales, rather than increase them. 
June 1956 5,548 +243 23,410 +1,680 7,427 +467 365 +03 Consumers and purchasing agen’s 
Dec. 1956 5,721 25,197 7,882 37.2 alike tend to treat price cuts as 
June 1957 5,819 + 98 25,938 + 741 7,2142 6682 na. na. a promise of more price cuts ‘0 


come. One need now look no fu-- 
ther than the copper market fcr 














an instance of where breaks in 





How much of this inventory growth in metals 
and metal fabricating industries has been centered 
in shipping stocks, rather than in raw materials 
or goods-in-process, cannot be determined; the basic 
figures on inventory by stage of fabrication are not 
now available for individual industries. But judging 
from the total inventory data, there has been a 
clear tendency for inventory growth to shift toward 
finished goods. In the last half of 1955, purchased 
materials inventories were rising twice as fast as 
finished goods stocks, and inventories of goods-in- 
process were rising three times as fast. In late 1956, 
the growth in finished goods was faster than the in- 
crease in purchased materials, and about as fast 
as the increase in in-process inventories; by early 
1957, finished goods stocks were growing consider- 
ably faster than the other two types of inventory. 


Chain Reaction of High Fixed Charges—Higher Prices 


Why are businesses in many industries willing 
to continue accumulating inventory, even when they 
have to borrow at high interest 


price have paralyzed the market. 

Finally, and perhaps most importantly, produc- 
ers are fearful of reducing their selling prices be- 
cause postwar experience has taught them thi:t 
their labor costs are in an apparently endless lony- 
term uptrend. In the face of “constant” costs, sell- 
ing price reductions would be serious enough. But 
a selling price reduction which is then followed by 
another in the interminable rounds of postwar wage 
increases would pose a double-sided threat to proiit 
margins which no company can face without ser - 
ous concern. This unwillingness to reduce prices in 
the presence of an upward wage trend is well known 
to both labor and management: witness the deba‘e 
between Mr. Reuther and the chief executives of the 
auto companies. 

The simultaneous existence of tight money and 
high prices is thus evidence of a stalemate; a con- 
flict between national monetary policy and nationel 
wage policy that is yet to be resolved. And the longer 
the statemate continues, the more serious are likely 
to be its ultimate effects. For it is producing a grad- 
ually increasing overhang of goods in the form of 
finished inventories. (Please turn to page 799) 











costs in order to do it? There are 
three such reasons. 

In the first place, durables in- 
dustries are now more fearful of 
cutting production than they have 
ever been before. The postwar 
wave of investment in plant and 
equipment, and the torrent of in- 
vestment of the past two years, 1953: 
has had the effect of raising fixed Dec. 
costs to a towering level. These 


costs continue regardless of the 1954: 
volume of production. If produc- June 
tion is low, the fixed costs are dis- Dec 
tributed among only a few units 1955: 
of output; if production is high, dune 


they are distributed among many Dec. 
units. In other words, wnit costs 








of production now rise very rap- — 
idly, when production is cut back. ome 
This is another way of saying that an 
industry’s break-even point -— the 1957: 
production and sales level required May 


to cover costs — has heen sharply 


Manufacturing Inventories by Stage of Fabrication 
(billions of dollars) 
Seasonally Adjusted 
Purchased Materials Goods-in-Process Finished Goods 
Half-Year Half-Year Half-Year 
Total % Change Total % Change Total % Change 
15.6 13.4 16.9 
15.1 —3.2 12.4 —7.5 16.7 —1.2 
14.1 —6.6 12.6 +1.6 16.5 —1.2 
14.4 +2.1 12.9 +2.4 16.5 0 
15.2 +-5.6 13.8 +7.0 16.9 +-2.4 
16.4 +7.9 14.6 +5.8 17.9 +59 
16.8 +2.4 15.6 +6.8 19.0 +-6.1 
17.0 +-1.2 16.1 +3.2 19.8 +4.2 
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Part of the object of tight 
money policy, as Mr. Martin re- 
cently stated it, is to break the 
back of this inventory accumu- 
lation by making it unbearably 
costly to pursue the policy much 
further. This is one way out of 
the dilemma (the other way, of 
course, would be to do something 
about the institutions that make 
wave increases almost inevitable, 
eve in periods of falling prices 
and profits). But the method has 
obvious risks associated with it. 
If it reaches a point where it be- 
gins to precipitate genuine, rapid 
liquidation of finished goods in- 
ven ories, it is also going to preci- 
pit: te a serious break in the level 
of prices. There is every reason 
to believe that such a break would 
attract wide notice and comment; 
anc that it would lead to a con- 
spiuous alteration of price ex- 
pec'ations on the part of pur- 
chasing agents and consumers. 
If so, it will inevitably lead to a 
“waiting-out” period —a kind of 
withdrawal of buyers to try to 
beat the price cycle by buying at 
the trough. This would make in- 
ventory liquidation slower, more 
prolonged; and it would intensify 
the very weakness in prices itself. 
It is well to remember however 
that manufacturers in the past, 
have been able to attract customers 
through use of discount houses 
and the like, ostensibly without re- 
ducing prices. 

It would also be accompanied 
by falling production in an effort 
to accelerate the liquidation of in- 
ventory. And falling production 
leads to falling incomes, and 
hence less buying power on the 
part of consumers. It also leads 
to rising unit costs, and hence 
narrower profit margins per unit 
on a lower number of units; it 
therefore strikes hard at corpor- 
ate profits, and reduces the pur- 
chasing power of business for 
both raw materials and capital 
Items. In a word, it leads toward 
broad, general recession; a con- 
siderable downward shift in 
prices, incomes and_ production 
levels until the inventory malad- 
justment is finally cleared up, and 
anew basis for sound, propor- 
Uonate growth is established. 

_It would be bitter though effec- 
lve medicine for the economy — 
which would be supported by the 
underlying buying strength of our 
people, even at a temporarily low- 
er level. 

I* recession is the prospect 
toward which inventory accumn- 
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310 SOUTH MICHIGAN AVENUE e« 


PRODUCTION 





What’s new under the Borg-Warner sun 


High on the list of Borg-Warner activities is new product development. 
Contributing importantly to this aspect of continuing growth are many 
promising new products recently introduced or currently under test. 


For example, an 8-speed automatic transmission for trucks over 
19,000 pounds. Now being road tested under the most grueling condi- 
tions, it may well revolutionize the driving of heavy trucks .. . A simpler, 
lighter, quieter marine transmission now in production . . . An almost 
human electro-mechanical manipulator for remote handling of radio- 
active material . . . A highly efficient electrostatic air filter for home 
heating and air conditioning systems . . . An advanced type fuel injection 
system for cars of the future ... A remarkable new power-shifting trans- 
mission for heavy duty, off-the-road vehicles to help speed the nation’s 
gigantic highway program. 


Each of these noteworthy new products, and many others being 
developed, reflects Borg-Warner’s continuing aim: “design it better— 
make it better”. And that means more and better products benefiting 
almost every American every day. 


ENGINEERING 


Design it better Make it better 





BORG-WARNER. 


CHICAGO 4, ILLINOIS 
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DIVIDEND NOTICE 


The following dividends 
have been declared by the 
Board of Directors: 


Preferred Stock 
A regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock, payable October 1, 
1957, to stockholders of rec- 
ord at the close of business 
on September 13, 1957. 


Common Stock 

A quarterly dividend of 
$0.25 per share on the Com- 
mon Stock, payable Octo- 
ber 1, 1957 to stockholders 
of record at the close of 
business on September 13, 
1957. 

Transfer books will not be 
closed. Checks will be 
mailed. J. W. REILLY 

Secretary 























THE W. 
est Penn 


Electric Company 
(Incorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 


1, PER SHARE 
375 


Payable September 30, 1957 
Record Date Sept. 13, 1957 
Declared September 4, 1957 





WEST PENN ELECTRIC SYSTEM 

Monongahela Power Company 

The Potomac Edison Company 
West Penn Power Company 

















FOR SALE 


800 Acres near Huntsville Muskoka District 
Ontario, Frontage on Highway 60-35, Open 
Land, Timber, Lake Frontage, Ideal Invest- 
ment Site, Commercial, Residential, Hunt- 
ing Lodge, Campsite, etc. 
Brochure Mailed. Address: 
OSCAR LOHMAN 
Broadfording Road, 
Clear Spring, Maryland 











APPRAISING PROSPECTS 
FOR STOCKS THAT HAVE 
RESISTED DECLINE THIS YEAR 


See our issue of Sept. 28 











lation now leads, why does busi- 
ness continue a policy of accumu- 
lation, and how long will it con- 
tinue it? Part of the answer lies 
in the fact that business, particu- 
larly in durables industries, is 
still betting on the fact that what 
is involved in 1957 and 1958 is 
nothing more than a temporary 
adjustment, and that at the first 
signs of significant unemploy- 
ment political pressures will de- 
mand an easing of tight money 
and the beginning of a new infla- 
tion-fed boom. They do not doubt 
Mr. Martin’s sincerity ; what they 
doubt is the political feasibility 
of maintaining tight money in a 
nation that has grown accus- 
tomed to having its business 
problems solved by repeated in- 
jections of inflationary purchas- 
ing power. And, indeed, they may 
be right; there are many in 
Washington, in both parties, who 
feel that the Full Employment 
Act of 1946, as now interpreted, 
commits the national government 
to maintaining something very 
close to full employment, and that 
this commitment overrides its 
commitment to maintain the 
value of the dollar. Business is 
hardly to blame for judging the 
future of monetary policy from 
the recent past; and it would be 
unhappy indeed if it found itself, 
after reducing its prices, caught 
in another inflationary wave that 
will rapidly elevate its costs and 
cause it to raise prices by much 
more than the preceding cuts. 

In its entirety, the problem, 
and Mr. Martin’s skilled and cau- 
tious presentation of it, illus- 
trated an important truth about 
the state of the American econ- 
omy in 1957. The change from 
inflationary monetary and fiscal 
policy to a “sound-dollar” policy 
is a difficult and delicate transfer. 
Businessmen will not believe in 
it fully, until they see a govern- 
ment willing to pay a price—a 
political price—to break the spell 
of inflation once and for all. Until 
they believe it, they will, in the 
interests of their corporations 
and their stockholders, maintain 
an inflation hedge in the form of 
avoiding substantial price reduc- 
tions whenever they can. 


EDITOR’S NOTE: This story, 
written by a top level economist, 
clearly shows the impasse that has 
been reached between economic 
realities and political expediency 

. and that the steps necessary 
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to correct this imbalance in our 
economy will. require firm and 
non-compromising action. No pal- 
liative measures can solve our 
problems. Improvised expedients 
will only lead to a type of depres- 
sion aptly described by Secretary 
Humphrey as “hair-curling”’. 
Particularly because basic eco- 
nomic forces are involved, we 
must take into consideration the 
fact that the various elements op- 
erative in previous times are not 
functioning today in an economy 
that is partially government con- 
trolled, and that too many are rot 
looking at the picture as a whole 
but piecemeal in accordance with 
their own interests—so that there 
is bound to be a considerable dif- 
ference of opinion regarding e:0- 
nomic trends. We refer you to our 
editorial, “Tampering with Eco- 
nomic Forces”, which gives two 
interesting examples. —END 





Chemicals and Drugs 





(Continued from page 769) 


The company is now actively en- 
gaged in a diversification pro- 
gram, but received a setback a 
short time ago when Columbia 
Gas withdrew its participation in 
a joint operation. Dividend cover- 
age will be small for the $1.00 di- 
vidend this year, but the yield is 
attractively high for the chemica! 
field. 

Hooker Electrochemical als¢ 
suffered a 25% earnings drop in 
the first half, although part of 
the decline was caused by non- 
recurring costs in connection 
with recent mergers and start-up 
expenses of new facilities. Other 
companies, including Pennsalt 
and Columbian Carbon also had 
difficulty overcoming new facility 
costs; Heyden Newport’s earn- 
ings were held back by merger 
costs; and Food Machinery & 
Chemical had its earnings re 
tarded by a strike. 


Flat Trends 


Like du Pont and Carbide, how- 
ever, most of the major compa- 
nies had records in the first half 
which did not vary much from 
last year’s results. Allied Chemi- 
cal advanced its sales about 2% 
compared to last year, but owing 
to higher wage costs and break-in 
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charges for new plants, earnings 
contracted from an amount equal 
to $2.57 per share down to $2.23 
per share on nearly ten million 
shares of common stock. Profit 
margins were reduced to a level 
slightly over 6%, a figure slightly 
below the long term average. 

American Cyanamid, on the 
other hand, managed to raise its 
earnings, although by very mod- 
erate proportions. The continued 
success is largely the result of 
the excellent performance of the 
Lederle Division, a major ethical 
drugs manufacturer, and the ad- 
dition to earnings this year re- 
sulting from the acquisition of 
the Formica Company, a major 
producer of plastic building mate- 
ria!s. Cyanamid has demonstrated 
laudable success in divorcing it- 
sel from a primary reliance on 
heavy industrial chemicals, and 
this year’s performance can be 
taken as proof positive of man- 
agement’s carefully nurtured di- 
vei sification program. 


Outlook For Balance of Year 


l‘or the rest of 1956, earnings 
wil! continue to vary within the 
industry, but in general compari- 
sous will be more favorable than 
in the first half. The principal 
reason for this will be the ab- 
sence of a steel strike in the third 
quarter of the year and in conse- 
quence a steadier level of indus- 
trial activity throughout the sec- 
ond half. Furthermore, for many 
companies, net income from for- 
eign operations will be reflected 
in fourth quarter adjustments. 
Since the domestic industry now 
realizes approximately $50 mil- 
lion in net profits from overseas 
operations, the effect on final 
earnings figures for many items 
will be considerable. 


Common Markets A Threat 


For this reason, incidentally, 
the industry will be keeping a 
watchful eye on common market 
developments around the world 
during the next few years. It is 
too early yet to determine with 
any certainty what effect these 
common markets will have on 
specific industries but there is 
no doubt that the lowering of 
trade barriers between the vari- 
ous countries will tend to encour- 
age trade among the participants 
at the expense of non-participat- 
ing countries. And the chemical 
industry has a big stake in most 
SEPTEMBER 


14, 1957 


of the areas where common mar- 
kets are being proposed or com- 
ing into being. The Benelux, 
France, Germany and Italy com- 
bine alone, now absorbs $350 mil- 
lion worth of American chemi- 
cals. Central and South America, 
where common market talks are 
going on, take over $400 million 
worth; and in the Far East the 
various nations considering com- 
mon market agreements buy al- 
most $250 million worth of Amer- 
ican chemicals a year. 

Admittedly, common markets 
pose no immediate threat, but 
should many of them really mate- 
rialize the domestic industry will 
be forced to invest huge sums 
abroad in manufacturing facili- 
ties if it is to protect its markets 
in areas where production from 
the U.S. will be at a competitive 
disadvantage. 

Looking ahead to 1958, the cur- 
rent flat trend will probably con- 
tinue through most of the year, 
but by year end, depreciation 
charges should begin to fall off 
sharply, and although Uncle Sam 
will take a bigger bite of the 
larger earnings that result, 
greater amounts should still 
trickle down to net income, But 
until 1958, or early 1959 there is 
little reason to expect a real earn- 
ings upturn for most members of 
the industry, unless the economy 
should take off on a new round of 
expansion during the period —a 
most unlikely prospect at this 
writing. 


Drug Industry 


U.S. Government statistical 
agencies lump chemicals and 
drugs under the same heading, but 
this year, at least, there are few 
similarities between them. While 
chemicals have flattened out, the 
drug companies are in the midst 
of their greatest boom. So far in 





How to move material faster and 
cheaper is a two-way challenge: to 
you who own the material—and to 
Clark to provide methods and 
machines that solve the problem. 
Scrutinize your handling system— 
then talk to Clark. 


Clark Equipment 
Company 
Buchanan, Michigan. 


CLARK’ 


EQUIPMENT 








COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held today de- 
clared its regular quarterly 
cash dividend of thirty 
(30¢) cents per share on 
its Common Stock present- 
ly outstanding and Voting 
Trust Certificates for com- 
mon stock, payable October 
30, 1957 to stockholders 
of record September 30, 
1957. 





A. SCHNEIDER 
First Vice-Pres. & Treas. 
New York, September 3, 1957 
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A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Stock of C. 1. T. FINANCIAL 
Corporation, payable Octo- 
ber 1, 1957, to stockholders of 
t the close of business 
September 10, 1957. The 
transfer books will not close. 


record 





| 
| ‘ : , 
Checks will be mailed. 
Ceareas Tees C. JoHN KUHN, 
Treasurer 
August 29, 1957. 
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1957, the industry has scored rec- 
ord sales and earnings, and al- 
though there may be some diffi- 
culties ahead, there is nothing in 
the wind to indicate an early 
slowdown. Operating at top 
speed, a new bonanza was 
dropped in its lap when the Asi- 
atic Flu virus slipped past the 
immigration authorities and 
raised the spectre of another 
1919, when a major flu epidemic 
wreaked havoc on the American 
scene. Spurred on by government 
authorities, the drug industry has 
developed a vaccine for the new 
virus that promises to be as big 
a windfall as the much heralded 
Salk Vaccine last year. 

Among the companies, them- 
selves, a maturity has developed 
and many of the costly errors of 
former years are being avoided. 
From painful experience most 
companies have developed spe- 
cialties which have led to fewer 
blind alleys, fewer mistakes in 
offering untried products, fewer 
patent infringement suits — and 
greater profitability. 

In recent weeks, however, des- 
pite the strong sales and earnings 
records of the companies, a dis- 
turbing element has entered the 
industry picture. The Federal 
Trade Commission has been ac- 
tively investigating the antibiotic 
price structure and is expected to 
make its report in early 1958. 
Opinions differ concerning the 
contents of the report, but few 
expect it to shower the industry 
with roses. However, although an 
adverse report would be bad pub- 
lie relations, there are no fears 
that specific restrictive legislation 
will be proposed since the indus- 
try is well able to demonstrate 
the costliness of its research and 
development programs. Neverthe- 
less, the short term effects can 
hurt earnings of some companies, 
especially if an unfavorable re- 
port is coupled with a deflation 
of the enormity of the Asiatic 
Flu epidemic. 

But if there are some clouds 
on the horizon, the present is ex- 
ceptionally bright. Industry sales 
in the first half climbed more 
than 10% without the introduc- 
tion of any startling new drugs. 
Growth should extend further in 
the second half, especially if Asi- 
atic Flu vaccine sales match ex- 
pected levels. In addition various 
companies have new products just 
about ready for marketing, but 
are awaiting proper timing be- 
fore launching sales campaigns. 


Of especial interest along these 
lines is the new group of steroids 
which are believed to have anti- 
fertility properties for human be- 
ings, although marketing methods 
will concentrate attention on the 
more socially acceptable control 
of “female disorder” aspects of 
the new drugs. So far only Parke 
Davis among the major listed 
drug companies has brought ster- 
oids far enough ahead to warrant 
marketing programs this year, 
while Schering and Pfizer are 
generally thought to be little 
more than two years away from 
success. But it seems certain that 
by the end of 1958, most of the 
companies will have these prod- 
ucts on the market. 

With new product marketing 
scheduled for the latter part of 
the year, profit margins will prob- 
ably not be as wide as in the first 
half, but overall gains for the 
year should average at least 10%. 
1958 results will vary according 
to product mix, with the anti-bi- 
otic producers probably suffering 
some price declines in the wake 
of the F.T.C. investigation. Merck, 
Parke Davis and Lederle (Amer- 
ican Cyanamid) should be able 
to offset this adverse factor, how- 
ever, through the sale of large 
amounts of flu vaccine and con- 
tinued high polio vaccine volume. 

As with the chemical concerns, 
foreign markets are of inestim- 
able importance for the drug 
companies. Foreign sales consti- 
tute more than 25% of the total 
revenues of a number of firms, 
and these sales are increasing at 
a higher rate than in the domes- 
tic market. So far, competition 
from abroad has not been strong, 
but common market agreements 
could alter the picture radically. 

With various technological 
breakthroughs already accom- 
plished, the drug group has taken 
its place among the nation’s ma- 
jor growth industries. The com- 
mercial success of various wonder 
drugs, and the miracle of the 
Salk vaccine have stirred the pub- 
lic’s imagination and it is likely 
to remain responsive to expected 
new developments in the next few 
years. The stocks, therefore are 
generally attractive but they have 
had a broad advance this year 
and purchases would best await 
lower prices. Just a glance at our 
population structure, which is 
aging rapidly, points the way to 
one area of growth for the indus- 
try. Geriatrics, the medical study 
and treatment of the aged, should 


become increasingly more impor- 
tant in the next few years, and 
the drug industry has already 
opened substantial new ground in 
medication for the most prevalent 
aged illnesses. Hypertension, anx. 
iety, arteriosclerosis and a host of 
other “chronic” conditions have 
already been tackled with some 
degree of success—and more 
promise is in the offing, including 
a virtual crash program to find 
specifics for the various forms of 
cancer now prevalent among 
young and old. 

The accompanying tables con- 
tain the latest pertinent statistics 
on the major chemical and drug 
firms and specific comments end 
ratings on each, Perusal of the 
tables will give a quick indicat on 
of current company performance, 
dividend prospects and near term 
earnings trends. —END 





Near and Longer Range 
Steel Prospects 





(Continued from page 773) 


without too much difficulty, and 
reluctance to increase inventories 
with tight money rates and the 
virtual certainty that most types 
of steel would continue to be plen- 
tiful in a buyers’ market. This 
has proven to be the case, with 
buyers today able to insist on 
rigid specifications as they could 
not have done in 1956. 

Comparison of the third quar- 
ter of this year with that of 1956 
will lead to highly distorted con- 
clusions unless the unsettled con- 
ditions last year are borne in 
mind, except for a few companies 
that were not strikebound. For 
all of the big integrated produc- 
ers, except Armco and Nationa! 
who were only partially struck, 
the third quarter showed either 
a deficit or negligible earnings. 
Results for the current thiré 
quarter when they appear will be 
in startling contrast. While it is 
unlikely that any informed ob- 
server will be deceived into think: 
ing that the industry has estab 
lished a new high record in con- 
sequence, it could stimulate some 
speculative sentiment. 

It is not to be expected that 
the fourth quarter of 1957 wil 
make as good a showing as il 
1956. Last year there was an in- 
tense effort, following the end o! 
the 5-week strike, to make good 
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the loss of production. High hopes 
were held for record sales in the 
auto industry. Looking back in 
retrospect, too roseate a picture 
was painted of steel’s prospects 
in 1957. A qualified spokesman 
for the industry addressed a 
group of steel analysts at the year 
end and forecast a record of 127 
million ingot tons in 1957, with 
every consuming outlet for steel 
demanding more steel. It was still 
a sellers’ market, although some 
signs of easiness had begun to 
appear in the sheet and strip de- 
mand. But the fourth quarter is 
historically steel’s best quarter, 
ani production was pushed to 
over 96% of capacity. It may be 
10°+ lower this year for the same 
period. 

This would still indicate a very 
good quarter. While production is 
unlikely to equal the first quar- 
ter, output will probably be in 
better balance with a more profit- 
able product-mix, with more em- 
phasis on sales of the lighter 
steels that carry a higher price 
tay. There are as yet no signs 
that the demand for structurals 
and heavy plate has been satis- 
fied. The highway program has 
hardly started as yet. The Na- 
tional Association of Purchasing 
Agents, reporting in August, 
looks for a stronger demand in 
the fourth quarter, with greatest 
increase in call for hot rolled 
sheets, with plates, structurals, 
and oil country goods the run- 
ners-up. 

Stainless and alloy steel pro- 
ducers have felt the summer 
slump in buying more acutely 
than the carbon steel companies, 
as usually happens when the word 
goes out to cut high priced prod- 
ucts from inventories. They are 
happy however over a better 
nickel supply at official prices that 
appears likely to hold without in- 
crease, While the stretch out of 
Government orders at the air- 
plane plants has had considerable 
effect on demand for stainless, 
the manufacturers expect that 
more business from Detroit will 
compensate. Prices of stainless 
were advanced in the general July 
price boost, but are none too se- 
cure, 


Wage and Price Hikes 


Following the automatic wage 
increase last July, steel prices 
were raised $6 a ton by U.S. Steel 
and promptly followed by the 
other mills. From some steel pro- 
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ducers there was considerable 
outcry that the increase was not 
enough to cover higher wage 
costs and fringe benefits. Under 
the agreement increased employ- 
ment costs are estimated to be 
more than 23 cents an hour the 
first year, about 19 cents in the 
second, and 16 cents in the third. 
The $6 increase was $214 less 
than the average $814 increase 
instituted in 1956 following the 
strike settlement. Mr. Roger 
Blough, chairman of U.S. Steel 
in testifying before the Senate de- 
clared that the new wage rates 
worked out to 612% increase in 
total costs per man-hour, while 
the steel price was raised only 
4%, or in the case of U.S. Steel, 
from an average of $149 to $155 
per ton, for all carbon and alloy 
steel finished products sold. On 
the old rule-of-thumb, that a ratio 
of about 40 to 1 should exist be- 
tween hourly rate of increase and 
increased cost per ton of steel, 
the latter should have been about 
$7.60 for the 19 cent increase. 
Thus the price hike was reason- 
able, even low, despite the ful- 
minations of some of the labor 
economists. However, it appears 
that the new prices will slightly 
improve the average realization 
per ton of steel shipped. At least 
this seems to be the record for 
the first half of 1957. 


Breakeven Points Reduced 


A prime result of the hundreds 
of millions that have been spent 
in modernizing steel plants has 
been to reduce the breakeven 
point substantially below previ- 
ous concepts. In this respect, ex- 
perience has shown that once the 
breakeven point is reached and 
fixed expenses covered (such as 
administrative expenses, depreci- 
ation, and interest on funded 
debt), a further rise in operations 
leads to a more than proportion- 
ate increase in profits. Not every 
steel company cares to disclose 
its breakeven point which de- 
pends on various changeable fac- 
tors. These may vary during the 
year by several percentage points 
for the same company. But for 
the big integrated companies, the 
leaders of the industry, there is 
little doubt the breakeven point 
for them is substantially less than 
the 70% rate that was generally 
believed necessary a decade ago. 
It has not been denied, for ex- 
ample, that operating at 50% of 
capacity, Jones & Laughlin should 


show net earnings of $6 million, 
with a rapid increase to $40 mil- 
lion at 85% and $67 million at 
100%. Somewhat along the same 
line was a statement that Repub- 
lic Steel could cover its dividend 
requirements with something to 
spare when operating at 60“ ca- 
pacity. 

It appears certain that the steel 
industry will be less affected in 
the future by cyclical demand 
than in the past. The prosperity 
of the industry was formerly 
largely dependent on rate of ac- 
tivity or essentially on production 
of capital goods. This is not the 
case today, because of heavy ex- 
penditures by the steel producers 
to enlarge facilities for making 
the lighter steels which enter in- 
to consumer durables. This re- 
sults generally in a better prod- 
uct-mix and a more balanced out- 
put that is less affected by any 


unexpected change in demand 
from any individual buying 
source. 


Because of the no-strike clause 
in the wage contract signed last 
year and extending through July, 
1959, the industry is better able 
to control costs than formerly. 
Consumers do not feel need to 
stock up with excess inventories 
to hedge against interruption to 
supplies during a strike, and pro- 
ducers can schedule their output 
to better advantage. It is no 
longer necessary to pay costly 
overtime and operate standby 
equipment in order to fill orders 
for rush delivery. It also permits 
scheduling maintenance and re- 
pair jobs on a more economical 
basis, to forestall costly shut- 
downs that occurred when facili- 
ties were pressed beyond eco- 
nomic capacity. 


Factors Stabilizing Profits 


The experience of the industry 
in 1954 when prices were main- 
tained unchanged although ingot 
production fell to less than 63% 
capacity in July, and averaged 
only 71% for the year, made a 
deep impression. Pre-tax profits 
in that year declined only 25%. 
The lesson learned was that profit 
margins did not become \vlner- 
able to the same degree if price 
cutting was avoided, even with a 
lower consumer demand and 
much reduced output, and that 
high operating rates may run into 
the old road-block of diminishing 
returns. The vastly improved cap- 
ital structure for most steel com- 
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panies during the last decade, 
with heavy debt structures largely 
eliminated, has also eased man- 
agement’s problems by lessening 
the need for income to meet fixed 
charges. Today, funded debt and 
preferred stock for the eight prin- 
cipal producers amounts to only 
19% of capitalization. 

From a study of the first six 
months earnings, it becomes ob- 
vious that the larger, fully inte- 
grated producers did better than 
the others. Their product mix 
permitted them to take advantage 
of shifts in demand for heavy or 
light steel products with mini- 
mum interruption to operating 
rate. Investors have accordingly 
capitalized their earnings at a 
higher rate. 

At peak prices in 1957, the av- 
erage market price for the 10 
largest steel producers—largest in 
respect to annual ingot capacity 
—was $71.50 per share. Average 
earnings for 1957 are estimated 
about $7.20 per share. This evi- 
dently capitalized earnings al- 
most 10 times, which historically 
is too high. A 10-year average for 
steel stocks has been nearer 614 :1. 

The drastic sell off in the 
market in recent weeks has 
brought the average price of the 
ten steels to $60.30 and conse- 
quently brought the price-earn- 
ings ratio down to 8.4:1. 

Indicated dividend yield for the 
ten steels averaged 414% at peak 
prices. After the sell off, this yield 
was increased to 5.4%. 

Dividends are more generous 
for the steel stocks than for the 
30 industrials that make up the 
Dow average. There is a good 
chance that the payout relative 
to earnings may be more generous 
in the future, as the companies 
begin to realize better profit mar- 
gins from their huge capital ex- 
penditures for new production 
facilities. Because of the rapid 
decline in accelerated amortiza- 
tion, there will be a larger margin 
left for net earnings, although the 
tax collector will not be remiss in 
taking his extra cut. Dividends 
over the last year or two might 
have been more if income had 
been increased by smaller deduc- 
tions for rapid amortization, but 
the heavy cash flow was a signifi- 
cant factor in providing funds for 
the capital investment program. 
However, it does not appear likely 
that dividend increases will be 
made until the objectives of the 
immediate expansion program 
have been attained. —END 


804 





Auto Makers Look to 
1958 Models 





(Continued from page 777) 


producing a small economy-type 
car in this country, as Ford is 
doing. 


Company Outlook Appraised 


The auto industry as a whole 
is not likely to show any impor- 
tant change in total volume next 
year, if the general economy re- 
mains at the present level. For- 
tunes of individual car makers 
will fluctuate widely however. 

General Motors this year has 
been able to increase its dollar 
volume while selling fewer cars 
in the United States. This has 
been accomplished by strength in 
the company’s non-automotive 
lines, including defense, and by 
high price tags on autos. 

A cost-cutting program, coupled 
with increased profit per car unit 
sold, has enabled GM to hold its 
profit at $1.71 a share in the first 
half of 1957, within a short dis- 
tance of the profit of $1.80 a share 
shown for the same period of 
1956. In the third quarter, with 
its output going ahead of a year 
ago, GM’s profits will likely ex- 
ceed the third quarter of 1956. 
In the fourth quarter, it will be 
stocking dealers with 1958. model 
cars. Hence, GM’s profit for the 
year should come close to the 1956 
total, an excellent performance 
considering the drop in total vol- 
ume. 

In 1958, assuming that the in- 
dustry again makes 6 million cars, 
a gain of only 3 per cent in its 
share of the market would mean 
nearly 200,000 units additional 
for General Motors. This would 
mean a rise of approximately 7 
per cent in General Motors total 
sales. On such a gain in unit sales, 
GM could show a rise of 10 to 15 
per cent in net profit—if cost ab- 
sorption or strikes do not cut too 
sharply into earnings. This would 
mean a net profit next year of 
$3.45 a share, against an indi- 
cated $3 a share for this year. 

In recent years, General Mo- 
tors has been following a three 
year cycle on major changeovers 
of its cars, while its competitors 
have been changing their models 
every other year. The events of 
1957 may indicate that GM will 
have to change its models as often 


as its competitors do, or at least 
spend even larger sums during 
years when face-lifting changes 
take place. Such a change in pol- 
icy would tend to reduce GM’s 
profit margin per dollar of sales, 
which has been well above that 
of its competitors. If, however, 
larger tooling expenditures re- 
sult in assuring GM a hold on 
close to 50 per cent of the indus- 
try’s total volume, such an in- 
vestment may prove well worth 
while, as the future market grows. 

Ford’s net profit in the first half 
of this year rose nearly 30 per 
cent over the $2.44 a share re- 
ported for the first half of last 
year. If the Edsel enjoys a rea- 
sonably successful introduction, 
as seems likely, Ford will enjoy 
a substantial benefit. The prep- 
arations for introduction of this 
new car have constituted a heavy 
burden on Ford’s earnings, dur- 
ing the last two years. Hence, if 
Ford’s share of the market holils 
steady, or rises only slightly next 
year, Ford’s earnings may je 
able to compare well with 1957 
profits. 

A reasonably successful deb it 
for the Edsel would mean sales 
of fully 100,000 to 200,000 units 
in the first year. Since cars are 
assembled in existing Ford or 
Mercury plants, production of the 
Edsel will help to reduce over- 
head costs. Much will depend on 
the number and caliber of dealers 
whom Edsel is able to line up. 
The goal is 1,200 dealers. 

Chrysler hag undoubtedly been 
the star performer this year, 
among the Big Three. Its share 
of the market has shown the 
largest gain, percentage-wise. 
Earnings in the first half were 
over four times as large as the 
$2.14 a share shown in the first 
half of 1956. Third quarter out- 
put has been holding at a high 
level, and earnings for the nine 
months of over $11 or $12 a 
share seems assured. This would 
appear to put Chrysler sharehold- 
ers in line for an extra dividend 
in October. 

Chrysler’s prestige has been 
greatly improved. But in most 
cases, consumer loyalty has con- 
tinued strong in the auto indus- 
try. The Buick or Oldsmobile 
owner usually did not switch to a 
1957 model Chrysler-made or 
Ford-made product —he merely 
stayed out of the market for 
another year, to see how the 1958 
models will shape up. Hence, it 
is too early to say that Chrysler 
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can hold its increased share of 
the market. Traditionally, a com- 
pany that stands pat on its cars 
for a year, because its styling has 
proven successful, has _ subse- 
quently suffered a reverse. It re- 
mains to be seen whether Chrysler 
has been able to make sufficient 
changes in a face-lifting year to 
keep over 20 per cent of the mar- 
ket in 1958. 

Yhrysler’s earnings perform- 
ance has been even more striking 
than its gain in volume. This rep- 
resents the installation of profit- 
improvement and budgeting pro- 
grams such as its competitors, 
General Motors and Ford, have 
had for years. Hence, it can be 
sad that Chrysler’s break-even 
point has been reduced, and that 
henceforth its profit per dollar of 
sales will more nearly approach 
that of Ford and GM, although 
it will not equal those companies 
until Chrysler is more fully in- 
tevrated. 

Both of the independents — 
American Motors and Studebaker- 
Packard have shown substantial 
gains in sales in recent months. 
This has been accomplished by 
stressing low priced models, on 
which the profit per unit is low. 
Neither company has been able 
to emerge from the red, although 
losses have been greatly reduced. 

For 1958, American Motors 
will be featuring a family of 
small economy-sized cars. This 
will include a newly styled 108 
inch wheelbase Rambler, as well 
as a 100 inch Rambler. The latter 
will utilize many tools that were 
discarded when the 108 inch 
Rambler was introduced several 
years ago. Hence, tooling cost on 
the 100 inch Rambler will be low. 

In addition, the Nash and Hud- 
son which have hitherto been 
medium priced will be offered 
only in a 108 inch wheelbase, pre- 
sumably using basic tools of the 
new Rambler. And finally, Ameri- 
can Motors’ British-made Metro- 
politan will be imported in larger 
numbers. If American Motors 
plans are successful, it will make 
and sell enough cars next year— 
at least 120,000 to 150,000 — to 
show a profit on its automobile 
business. The Kelvinator Divi- 
sion’s appliance business has been 
unprofitable this year, owing to 
keen competition, but this too, 
may show some improvement in 
1958. 

Studebaker-Packard, encouraged 
by the reception accorded its low 
priced Scotsman, is sure to push 
SEPTEMBER 
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this car again in 1958. In addi- 
tion, Studebaker-Packard dealers 
will be aided by a newly styled 
Packard. Many will also have an 
opportunity to sell the imported 
Mercedes-Benz line of cars, which 
enjoy popularity among luxury 
buyers. 

Studebaker-Packard, under the 
leadership of Roy T. Hurley, 
President and Chairman of Cur- 
tiss-Wright, which has a manage- 
ment contract with S-P, has 
been trimming expenses. It is 
avoiding large tooling costs such 
as its major competitors have 
found necessary. It aims to get 
back on a profit-making basis by 
stressing specialty cars, such as 
the Studebaker Hawk. 

In a highly competitive year, 
it remain to be seen whether 
American Motors and _ Stude- 
baker-Packard have made the 
moves that are required for prof- 
its. But being smaller, they are 
more flexible than the major pro- 
ducers, Offsetting this factor is 
the possibility that increased Eu- 
ropean economy-sized imports in 
1958 will hurt them more than it 
will affect the Big Three. 


The Investment Viewpoint 


For the auto industry as a 
whole, 1958 will be a crucial year. 
If the national economy as a 
whole remains on an even keel, 
the auto industry may enjoy 
profits somewhere around what it 
is showing for this year. This will 
only be possible, however, if unit 
sales are slightly larger, since 
some measure of cost absorption 
and a squeeze on profits will be 
hard to escape. 

If, however, the capital goods 
boom slumps sharply, auto sales 
too, will dip. For a deflation of 
the capital goods boom will mean 
unemployment, and cars do not 
sell well during a period of rising 
joblessness. —END 





Can Rubber Companies 
Sustain Their Profits? 
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introduction of new 1958 models, 
Chrysler will do well to show re- 
sults in the fourth quarter as 
good as those reported for the 
corresponding period of last year. 
By the first half of 1958, more 
intensive competition in the auto 
industry may mean a moderate 


decline in sales for Chry 

Ford and General Mov 
both investing more heavy 
new 1958 models than Chr), 
has done, 

B. F. Goodrich and U.S, Rub- 
ber, which sell principally to Gen- 
eral Motors, have been adversely 
affected by GM’s relatively poor 
showing this year. But these rub- 
ber companies should be able to 
score good gains if Chevrolet, 
Pontiac, Buick, Oldsmobile and 
Cadillac are able to capture a 
larger share of the market for 
1958 model cars. 

Net profit of U.S. Rubber for 
the first six months of this year 
were equal to $2.77 a share, 
against $2.97 a share shown for 
the same period of last year. In- 
cluded in this year’s profit was 
61 cents a share realized through 
sale of the company’s wire and 
cable business to Kaiser Alu- 
minum. 

U.S. Rubber’s earnings in the 
second half may show improve- 
ment. Company officials have been 
forecasting a record in sales and 
profits this year. To accomplish 
this, fourth quarter profit will 
have to register a substantial up- 
turn. 

Last year, U.S. Rubber’s net 
profit was equal to $4.83 a share, 
down slightly from the record- 
breaking $5.24 a share reported 
in 1955. 

U.S. Rubber apparently will 
have a strong position in the air 
spring business which promises 
to become a big factor in new 
cars beginning with the 1958 
models as optional equipment. 
The company has provided the 
first such springs for Cadillac’s 
El Dorado Brougham, and sev- 
eral other General Motors and 
Ford Motor cars will offer these 
springs in their new models. 
Other rubber companies, how- 
ever, also have an important foot- 
hold in air springs which consist 
of rubber air bellows to cushion 
road shock. Firestone is complet- 
ing this year a new plant which 
will go into volume production 
of air springs for passenger cars. 
This will be the first plant in the 
industry constructed exclusively 
to make air springs. General Tire, 
which has been making air 
springs for cars and trucks for 
several years, also is moving into 
the air spring market for pas- 
senger cars. 

The air spring market is ex- 
pected to account for annual sales 
of $200 million a year for the 
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rubber companies. In addition, 
the rubber industry is looking for 
a new plus market to develop 
over the next ten years in rubber 
safety equipment, designed to 
protect car occupants in the event 
of collisions, by cushioning the 
shock of collisions. 

B.F. Goodrich, like U.S. Rubber 
is predominantly a supplier of 
General Motors, although it also 
sells some tires to Ford. Good- 
rich’s earnings in the second 
quarter were adversely affected 
by a two week strike called at 
its plants throughout the country 
by the United Rubber Workers. 

For the first half, Goodrich re- 
ported a net profit of $2.21 a 
share, against $2.41 a share for 
the same period of last year. Most 
of this dip was accounted for in 
the second quarter, during which 
net was only $1.07 a share, 
against $1.28 a share in the same 
period of 1956. 

Goodrich, along with all of the 
other rubber companies, has been 
carrying on an active investment 
program. Approximately $200 
million is being invested by Good- 
rich in new synthetic rubber fa- 
cilities, chemical and tire plants, 
and in the company’s natural rub- 
ber plantation in Liberia. These 
investments are temporarily re- 
sulting in starting up costs, 
higher charges for depreciation, 
etc, 

Firestone, heaviest supplier of 
Ford, has shown a good gain in 
sales of original equipment tires 
this year. Ford seems to be fol- 
lowing aggressive policies which 
should at least enable it to re- 
tain its share of the market. 

Firestone’s sales for the six 
months ended April 30 showed a 
gain of 3.4 per cent to $550.4 
million, while net profit rose 4.7 
per cent. Per share earnings were 
equal to $3.44 against $3.33 a 
share for the six months ended 
April 30, 1956. 

Firestone’s overseas business is 
steadily growing. The company, 
for example, has five European 
tire plants. During the last ten 
years, motor vehicle registrations 
in European countries outside the 
Iron Curtain have increased 200 
per cent, against a gain of 72 
per cent in the United States. 
Further rapid growth abroad 
seems likely. 

General Tire, profiting heavily 
on its investment in missiles, 
which are steadily absorbing a 
larger share of the nation’s de- 
fense spending, showed a_ net 
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profit for the six months ended 
May 31 of $3.36 a share, against 
$2.41 a share in the same period 
of last year. 


Investment Outlook 


Tire producers appear to be 
having no trouble in passing 
along to consumers increases in 
costs resulting from higher wages. 
The boost of 6 per cent in wages 
granted to rubber workers in July 
was followed within a few weeks 
by a rise of 3 to 5 per cent in 
tire prices. 

This should fully offset the rise 
in all costs of production, since 
the investments by the industry 
in new plants and equipment are 
resulting in continuous improve- 
ment in efficiency. Prices of tires 
for original equipment, sold di- 
rectly to the auto companies, are 
subject to individual negotiations, 
but auto companies generally 
have not been able to check rises 
in costs of materials and parts 
which they purchase for cars and 
trucks. 

World rubber consumption in- 
cluding natural and_ synthetic, 
last year totaled 3,017,500 tons. 
In the first six months of this 
year, world consumption was at 
an annual rate of 3,120,000 tons. 
Productive capacity is currently 
around 3,500,000 tons, indicating 
that the industry is creating more 
than enough capacity to meet the 
growing demand. On any setback 
in requirements, this excess ca- 
pacity could bring some pressure 
on prices of tires. 

If the growth of markets con- 
tinues at the recent rate, world 
rubber consumption by 1965 will 
amount to 4.4 million tons, or 46 
per cent more than in the record 
vear of 1956. 

This year, the world has con- 
sumed natural rubber at an an- 
nual rate of about 1,865,000 long 
tons, compared with 1,887,500 
long tons in 1956, and with 
1,912,500 tons in 1955. In the last 
two years, however, synthetic 
rubber capacity has increased 50 
per cent to 1,520,000 tons, and 
further expansion is planned. In 
the first half of this year, con- 
sumption of man-made rubber in- 
creased 9 per cent over the pre- 
ceding year. Thus the rubber 
industry through expansion of 
synthetic capacity is steadily im- 
proving its control over its raw 
materials and raw material costs, 
whereas in former years, operat- 
ing on a non-integrated basis, 


the industry was at the mercy 
of foreign natural rubber plan- 
tation owners, and was affected 
by wild gyrations in the natural 
rubber market. —END 
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been rising steadily, with few 
signs of a real break in the offing, 
(except for the precipitous drop in 
copper prices and the lower trend 
for other non-ferrous metals). 

On the other hand, profit miir- 
gins have not suffered much as 
most cost increases have been 
passed along; to the car manufac- 
turers and ultimately to con- 
sumers. However, with consumer 
price resistance becoming mcre 
noticeable throughout the nation, 
1958 margins will hinge largely 
on the continued ability to pass 
increases along. 

So far this year there have 
been some outstanding earnings 
gains and declines where they 
neve occurred, have not been se- 
vere. Because of reduced operat- 
ing rates in the third quarter, 
results will offer little of a conc)u- 
sive nature, but as we move into 
the fourth quarter the trend of 
new car sales should become evi- 
dent. If General Motors scores an 
impressive comeback it will prob- 
ably be at the expense of Chrysler 
and the suppliers of both com- 
panies will necessarily be affected. 

Electric Auto-Lite, for example, 
basking in Chrysler’s outstanding 
record this year has shown im- 
pressive gains, Sales in the first 
six months were 30% ahead of 
the same period last year, and net 
income soared to $4.00 per share 
from $1.51 in the same period. 
Full year earnings should pass the 
$6.00 per share mark but 1958 
results are in doubt until Chrysler 
demonstrates that it can hold this 
year’s gains. 

Libbey-Owens-Ford, however, 
supplying all of GM’s glass re- 
quirements, would benefit substan- 
tially from a strong GM come- 
back. Sales and earnings have 
been down this year, but operat- 
ing) efficiencies kept the per share 
drop to a moderate 16¢ from the 
$2.90 earned in the first half of 
last year. Full year earnings will 
probably be down, but efficient op- 
erations should cause a sharp up- 
swing in 1958 if GM recaptures 

(Please turn to page 808) 
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403 Points Profit Available 


on 1D Forecast Recommendations 





SOUND PROGRAM FOR 
1957-58 


For Protection — Income — Profit 


There is no service more practical . . . 
more definite . .. more devoted to your 
interests than The Forecast. It will bring 
you weekly: 


Three Investment Programs to meet 
your various aims ... with definite 
advices of what and when to buy and 
when to sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 


*rogram 2—Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 


Program 3—Low-priced stocks for large per- 
centage growth. 


Projects the Market . . . Advises What Action to 
Take . .. Presents and interprets movements by 
ndustry of 46 leading groups comprising our broad 
Stock Index. 


Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index. 
100 High-Priced Stocks. 100 Low-Priced Stocks; 
also Dow-Jones Industrials and Rails from 1950 


to date. 

Dow Theory Interpretation . .. tells whether 
major and intermediate trends are up or down. 
Essential Information for Subscribers . . . up-to- 


date data, earnings and dividend records or 
securities recommended. 


Telegraphic Service . . . If you desire we will wire 
you our buying and selling advices. 


Washington Letter—Ahead-of-the-News interpreta- 
tions of the significance of Political and Legisla- 
tive Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 











(he latest monthly audit shows that considering the 15 
stocks currently being carried in The Forecast—net profit of 
405 points is available, at this writing, from prices at which 
we originally recommended them. 


This includes some attractive issues which have not yet really 
begun to discount their strategic position and high promise 
for the period ahead... 


It does not include the 137% points profit we accepted in 
May through sale of two aircraft stocks... nor the profits we 
“salted down” through partial sale of another aircraft issue, 
retained since 1954, which had appreciated over 333%. 


SHARE IN OUR LATEST SPECIAL SELECTION 


Our new recommendation is a high ranking company in its 
field, with impressive finances and an upsurge in earnings 
shown by a 12'4% gain in the first half of 1957, on top of a 
22% earnings rise in 1956. A step just taken in July should 
add further to earnings. 


This recommended stock provides a yield of over 4.6% at 
current undervalued prices... 10° below where it sold last 
November .. . It represents a fine quality investment bargain 
The time to act is now —so you will be sure to receive all 


ENROLL NOW-—GET ALL OUR RECOMMENDATIONS 


The time to act is now—so you will be sure to receive all 
our coming selections of dynamic income and profit oppor- 
tunities at strategic buying prices. 


Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our new and future recommendations 
when we give the buying signal, for decisive 1957-58. 


























e 
Mal Coupor “ SPECIAL OFFER—Includes one month extra FREE SERVICE 4 
Joday THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
S ecial Offer I enclose [ $75 for 6 months’ subscription: [] $125 for a year’s subscription 
Dp (Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 
MONTHS’ $75 SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE Air Mail: [) $1.00 six months; [J] $2.00 [) Telegraph me collect your Forecast ree- 
one year in U. S. and Canada. ommendations . . . When to buy and 
l MONTHS’ $125 Pr vales one ee. (C) $7.80 six months; = = oda aaa to expand or 
SERVICE Name teeeeee 
Complete service will start at Addvoes 
ence but date as officially be- I sprtnscatsecss 
ginning one month from the day een ee See cere 
your check is received. Sub- Your subscription shall not be assigned at List up to 12 of your securities for owr 
«riptions to The Forecast ure any time without your consent. initial analytical and advisory report. 
deductible for tax purposes. > i 
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its share of the car market. 

For the companies with heavy 
participation in military produc- 
tion, current budget cutbacks and 
stretchouts pose a darker future 
but world affairs change so rap- 
idly —and with the disarmament 
talks apparently bogged down in 
recriminations—a full speed ahead 
program could be reactivated as 
quickly as it was cut off. —END 





The Role of International 
Lending Agencies 





(Continued from page 765) 


easy task in the light of German 
insistence that other countries re- 
vise their exchange structures be- 
fore Bonn even considers an up- 
ward revaluation of the D-Mark. 
At the same time London is 
adamantly opposed to the Ger- 
man suggestion that the pound be 
devalued in relation to the dollar. 
These seemingly inflexible atti- 
tudes indicate that the Interna- 
tional Monetary Fund may have 
to call on all its conciliatory skills 
and mediating talents before even 
a workable compromise can be 
reached. Nor can a decision be 
reached too soon. For the dele- 
gates to the IMF convention will 
be meeting at a time when news 
of further deterioration in Brit- 
ish gold and dollar holdings will 
be released. 


Export-Import Bank’s 
Heavy Latin-American Activities 


In the light of the criticism 
leveled at both the World Bank 
and the International Monetary 
Fund, it is not unnatural that the 
other major international finan- 
cial institution, Washington’s Ex- 
port-Import Bank, should receive 
its share of brickbats. This bank 
was set up specifically by the Fed- 
eral Government to make foreign 
loans to importers overseas who 
want to buy American goods. But, 
oddly enough, Congress’ insist- 
ence that all proceeds of the Ex- 
Im Bank’s loans be spent in this 
country has not elicited much un- 
favorable comment in_ recent 
years. Perhaps the open avowal 
of the Bank’s partisan purpose 


has served to disarm potential op- 
ponents. Instead, the fire of criti- 
cism has been focused on the 
claim that Latin America has 
been slighted by the Export-Im- 
port Bank. Similar accusations 
have been directed at the World 
Bank, but the charges against the 
American institution have been 
pressed with renewed vigor at 
the recent conference of the Or- 
ganization of American States in 
Buenos Aires. The facts indicate 
that there is little substance to 
these claims. 

In the 23 years since the Ex- 
port-Import Bank was created, it 
has authorized more than $3 bil- 
lion in credits for Latin America, 
out of total loans of $8.5 billion. 
In the last decade the Bank has 
authorized nearly $2 billion in 
loans to Latin America out of the 
$4.75 billion total during that 
period. Since the Rio Conference 
of 1954 the Bank has lent Latin 
countries $719.6 million. During 
the last fiscal year new credits 
and increases in existing credits 
to South America from the Bank 
amounted to $396.2 million. Un- 
fortunately, these figures do not 
impress Latin Americans because 
they are more interested in loans 
yet to be granted. In fact their 
attacks on the Bank were appar- 
ently calculated to stimulate an 
appeasingly greater flow of Bank 
credits to Latin America. This 
policy has not been entirely un- 
seccessful inasmuch as Washing- 
ton has promised that the Bank 
will expand its loans to Latin 
America next year. This assur- 
ance was issued as a sop to those 
who were disappointed by this 
country’s adamant réfusal to con- 
tribute anything more than ad- 
vice to the long cherished-dream 
of a Latin American Development 
Bank. The Export-Import Bank’s 
categorical refusal to finance de- 
velopment of petroleum resources 
also was a blow to Latin Ameri- 
can hopes. 


The Enormity of the Problems 


The problems which have vexed 
these institutions since their in- 
ception are of relatively minor 
proportions compared with what 
the future holds in store for them. 
For the growth of U. S. foreign 
investments contains some intrig- 
uing implications for the future 
which will, not too many years 
from now, challenge the very 
basis of this country’s foreign eco- 
nomic policies and strain all the 
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equilibrating powers of the Inter. 
national Monetary Fund. The 
problem centers on the impact 
here of the return flow of income 
and amortization to which sooner 
or later foreign investment is sup- 
posed to give rise. When the 
loans are repaid or serviced, the 
argument goes, this country must 
experience an import surplus of 
goods which will seriously dis- 
rupt the U. S. economy. The solu- 
tion to what has been called “the 
most disturbing problem  con- 
nected with the investment of 
American capital abroad” is com- 
plex and surrounded by many 
erroneous preconceptions. How. 
ever, it has been demonstrated 
that as long as the rate of new 
lending is geared to the rate at 
which U. S. national income «d- 
vances, and as long as the aver- 
age rate of return on the loans 
can be kept below this annual 
rate of increase, no import sur- 
plus will be needed. This suggests 
that, in order to avoid the dis- 
ruptive effect of a return of prin- 
cipal or interest on its loans, this 
country will have to continue its 
foreign lending on an indefinite 
basis at relatively low rates. The 
implications of this paradoxical 
conclusion are, to say the least, 
stimulating. —END 





The Budget Emerges — 





(Continued from page 757) 


Making allowance for some 
rounding out of figures, the final 
breakdown is this: 

Military aid, $1,600,000,000 

Defense support, $750,000,000 

Development Loan fund, $500,- 

000,000 

Technical 

900,000 

Multilateral technical coopera- 

tion, $17,000,000 

Special aid programs, $250,- 

000,000 

Latin American economic de- 

velopment, $25,000,000 

Joint Control Areas, $11,500, 


cooperation, $151, 


000 
Migrants, refugees, escapees, 
$7,733,000 


Children’s Fund, $11,000,000 

Ocean Freight Charges, $2,200,- 
000 

Control Act, $1,000,000 

Administrative, $32,750,000 

Atomic program, $7,000,000 
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Congress wrote two new provi- 
sions into the mutual aid pro- 
gram. The President is permitted 
to expend $150,000,000 at his own 
discretion, and it directed that 
$150,000,000 of the revenue from 
the sale of surplus farm com- 
modities be applied to a cam- 
paign to promote additional sales. 

—END 


General Time, Industrial Rayon, 
Johns-Manville, Interstate De- 
partment Stores, Kress, Lerner 
Stores, Motor Wheel, Rayonier, 
Reliable Stores, Riegel Paper, St. 
Regis Paper, Sharon Steel and 
Swift. —END 





As I See It! 





Security Prices 
and Business Uncertainties 





Continued from page 753) 


from stocks to bonds. More of it 
is | kely—not primarily because of 
the appeal of bond yields, but be- 
cause of the sharply reduced ap- 
peal of most common stocks for 
new buying and of the increased 
risks therein. We do not expect 
a market debacle, but the adjust- 
ment could exceed the 13°-16% 
sell-offs of 1953 and of 1948-1949. 
Who can say it could not reach 
25° - 85%, against 1937 - 1938’s 
49°> or 1946-1947’s 23°. ? What- 
ever it might be, a decidedly cau- 
tious policy, as heretofore ad- 
vised, remains in order. 

Monday, September 9. 





Profit and Income 





(Continued from page 785) 


on the order of 20% to over 30%, 
up to this writing, in such stocks 
as Burroughs Corp., Dow Chemi- 
cal, Halliburton, Minneapolis- 
Honeywell, Outboard Marine, 
Schering, Skelly Oil and Thomp- 
son Products. On the other hand, 
where yields are 5% to 6% or 
more, and dividends are well pro- 
tected, some income stocks are 
getting good support and appear 
to be safe—or at least low-risk 
—investments at this time. A few 
examples are Borden, Corn Prod- 
ucts, American Tobacco, House- 
hold Finance, American Tele- 
phone, National Biscuit, May De- 
partment Stores, Reynolds Tobac- 
co, Union Tank and Woolworth. 


Weak 


_ A partial list of issues perform- 
ing worse than the market in re- 
cent trading sessions includes: 
American Sugar, Acme Steel, 
Alpha Portland Cement, Borg- 
Warner, Carrier, Eaton Mfg., 
Diamond Alkali, Ferro Corp., 
SEPTEMBER 


14, 1957 


(Continued from page 751) 


at a meeting. We have reported 
this condition to Pittsburgh but 
all in vain. They don’t want to 
annoy the local Officers. 

“In your article you refer to 
the 5th Amendment. But what 
about the 13th Amendment which 
prohibits “INVOLUNTARY 
SERVITUDE” as now used by 
Labor Unions. Let us go to work 
on that instead of the 5th Amend- 
ment. 

“With forced Union Member- 
ship out of the way ... the rank 
and file will have a voice at meet- 


ings. 
“While there may be a few de- 
flections from the ranks, these 


members will return to the union 
fold. But rest assured, they will 
demand an accounting of their 
dues money in the future, so that 
right will prevail, not corruption. 
What do unions do with the 
money, anyway—and why do they 
need any more dues when they 
can get sufficient income from 
the enormous funds they already 
have at hand? 

“In conclusion, I want to make 
one point clear. THE RANK 
AND FILE of labor cannot alone 
bring on reforms in the labor 
movement. It has been tried, but 
the fear of violence has muzzled 
many from making further ef- 
forts. 

“But you can do much by get- 
ting the story into the news- 
papers—by contacting congress- 
men and advocating the “RIGHT 
TO WORK LAW”. This will be 
the answer to many of our labor 
ills. 

Very Sincerely Yours, 
H.J.L.S.” 





Answers to Inquiries 
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more Heinz products available in 
more stores to more consumers.” 
Heinz is expanding operations 


through increase of manufactur- 
ing facilities both here and abroad. 
The twelve U. S. factories of the 
Heinz organization established a 
new, all-time high in total pro- 
duction during fiscal year 1957. 

H. J. Heinz Co. of Canada, Ltd., 
enjoyed a sales volume during 
1957 which was the highest on 
record, Continuing growth of the 
Canadian business necessitates 
additional facilities. During the 
past fiscal year, 19 new Heinz vari- 
eties, 16 of them baby foods, were 
introduced in Canada. 

Prospects over coming months 
Continue favorable. —END 





Keeping Abreast 
of Corporate Developments 





(Continued from page T94) 


a multi-million dollar natural gas 
processing plant in San Juan 
County, Utah, to process gas from 
the Aneth Field in the San Juan 
Basin. Although actual cost of the 
plant was not disclosed pending 
future developments, one com- 
pany official said the minimum 
cost would be about $6,000,000. 


Texas Instruments. Ine. has re- 
ceived its first order for a newly- 
developed photographic mapping 
radar system, a $1,394,318 con- 
tract from the U. S. Air Force, 
the Air Materiel Command at 
Wright-Paterson Air Force Base, 
Ohio announced. While the num- 
ber of units involved in the initial 
order was not made public, a 
vice president in charge of the 
apparatus division, predicted a 
great demand for the new system 
because of its broad potential ap- 
plication. —END 





Dividend No. 53 


Interlake Iron Corporation has 
declared a dividend of 35 cents per 

z— share on its common 
stock payable Sept. 30, 
1957, to stockholders of 
record at the close of 
business Sept. 13, 1957. 


yoy 
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Exec. Vice Pres. & Treas, 


Interlake [ron 


| CORPORATION 








= — 
ip 
A as 0 L 


CLEVELAND, OHIO 
Plants: Beverly, Chicago, Duluth, Erie, Jackson, Tolede 





809 








Cumulative Index to Volume 100 





Pages 1 to 56 March 30, 1957 
Pages 57 to 132 April 13 
Pages 133 to 196 April 27 


Pages 197 to 264 May 11 


A 


Advertising Race—Nine Billion 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $20,000 or More! ) 


Moor investors are aiming for financial in- 
dependence . . . whether they hope to arrive at 
their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality . . . for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








~7 ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 
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INVESTMENT MANAGEMENT SERVICE 


A division of THE MacazinE oF WALL Street. A background of nearly fifty years of service. 


90 BROAD STREET 


NEW YORK 4. N. Y. 





Only STEEL can do so many jobs so well 
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Steelaire Home. The entire structural frame of this house is made from tough, cold-formed steel, so it is unaffected by ro’, 
fungus, and termites. Even more important is the fact that the steel frame resists warping and sagging. It’s one of a line of 
Steelaire homes and is made by the U. S. Steel Homes Division of United States Steel. 








PEvET Tee ET ee 


e 








World’s Biggest Crowd. On power shovels, a “crowd” is the arm which moves 
the dipper and dipper-stick forward and back. It coordinates closely with the lift 
motion of the dipper, and is a key part in the operation of the shovel which must 
withstand extremes of stress at any temperature. This is a picture of the biggest 
crowd ever built, now installed on the biggest power shovel in the world. It’s made 
from USS “T-1” Steel, the remarkable new constructional alloy steel developed 
by United States Steel. An exceptionally strong and tough steel, it is noted for its 
welding characteristics. “‘USS”’ and ‘‘T-1"’ are registered trademarks. 


Slap That Bermudavarius! The Talbot Brothers of Bermuda, famous for their 
colorful calypso music, recently retired their homemade packing-case “bass viol,” 
and proudly premiered in its place the world’s first Stainless Steel bass viol (or 
dog house or Bermudavarius, as it’s customarily referred to). An exact replica in 
USS Stainless Steel of their original homemade design, it was built for them under 
U. S. Steel’s supervision by a well-known manufacturer of Stainless Steel sinks 
who commented that the fabricating job wasn’t difficult—but certainly was different. 


UNITED STATES STEEL 


AMERICAN BRIDGE . . . AMERICAN STEEL & WIRE and CYCLONE FENCE. . . COLUMBIA-GENEVA STEEL 
CONSOLIDATED WESTERN STEEL... GERRARD STEEL STRAPPING... NATIONAL TUBE... OIL WELL SUPPLY 
TENNESSEE COAL & IRON... UNITED STATES STEEL HOMES,..UNITED STATES STEEL PRODUCTS 


UNITED STATES STEEL SUPPLY). . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNION SUPPLY COMPANY « UNITED STATES STEEL EXPORT COMPANY © UNIVERSAL ATLAS CEMENT COMPANY 


Watch the United States Stec’ Hour on TV every other Wednesday (10 p.m. Eastern time). 
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